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“I'M PRAYIN’! 





LET'ER GO, MALCOLM!" 





Fortunately, in many industrial and public utilit 
plants, safe, modern, I-T-E switchboards have replac 

old, hazardous types. For the I-T-E boards, Malcol 

needs no aid from good-luck charms. 
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BARBER GAS 


Barber 
Regulators 


are Vital 
for Gas 
Saving 


icon economy on every 

type of gas fuel is a necessary 
part of the war program. Every public service corporation 
can help to promote maximum efficiency in the use of gas by 
advising the installation of reliable pressure regulators. You 
can safely recommend to your customers the use of Barber 
Regulators, which have long been recognized as mechanically 
perfect, highly dependable in action, and certain to give finer 
performance and greater fuel economy from any gas ap- 
pliance. 


The facilities of our company are now largely engaged 
upon essential war equipment. For those restricted purposes 
for which the sale of our regular products is permitted, we 
are continuing to supply them. When normal conditions 
again prevail, Barber will be well equipped to render its 
customary service to the trade on burners and regulators. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER oncssune REGULATORS 


er Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Heads snap in 
either side... 
can’t fall out 


Unusually 


This Work-Saver eanczesnc> OOR Threader 


HIS popular-priced little RIEZ3(I Ratchet Threader for 

pipe 4%” to 1” offers you unusual features that save time and 
work. Heads snap in from either side, lock with the ratchet 
knob. You don’t need special dies for close-to-wall threading— 
just reverse the accurately ground tool-steel dies in the head, 
which are easily removed for regrinding also. Conduit dies 
available. No. 00R for pipe 4%” to 1”, No. 1L1IIR 4%” to 14”. 
Ask your supply house. 


Handy patented 
wire carrier with 
complete sets. 
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Pages with the Editors 


HE other day we were standing on the 

street corner in Washington, D. C., watch- 
ing the street cars trying to absorb the swelling 
horde of government employees released from 
the various Federal bureaus. Notwithstanding 
a staggered-hour system which opens some of- 
fices as early as 8 o’clock and others as 
late as 9:30, the Washington rush hour, 
thanks to gasoline rationing and automobile 
restrictions, has become a monstrous thing to 
behold. Wave after wave of government work- 
ers, as well as private business employees, are 
released within a narrow area of a couple of 
square miles centered in downtown Washing- 
ton. 


As a result Washington street cars begin to 
take on the appearance of those news reels we 
used to see from Moscow wherein patrons 
are not only crammed up inside of the car but 
sitting on the roof and generally hanging on 
the ragged end of nothing. It’s the same story 
in Baltimore, Norfolk, and other war-boom 
cities which do not have the advantage of sup- 
plementary transit facilities such as subways 
or elevated systems. 


Ir so happened that at this particular time 
we were talking to a friend in the street rail- 


RAYMOND S. TOMPKINS 


The transit rider is going to demand some 
postwar consideration. 


(SEE Pace 69) 
JULY 22, 1943 


© Harris & Ewing 
CLYDE T. ELLIS 


The NRECA is truly a grass-roots 
organization. 


(SEE Pace 76) 


way business. We could not resist the tempta- 
tion to josh him about the immense profits the 
street railway companies were making out of 
this windfall traffic born of the emergency. 
Our friend snorted and said “Indian summer, 
that’s all.” He went on to express the thought 
that when they start selling automobiles again 
and tires for them, the transit companies will 
find themselves loaded up with surplus equip- 
ment—much of it all worn out and generally 
in a bad way. 


Is this actually going to be the case? It was 
a thought-provoking commentary, so we took 
the problem to an experienced associate of the 


transit industry. We found out that he had 
some pretty definite ideas on the subject. The 
result is the opening article in this issue, “The 
Human Sard'ne after the War,” by RayMonD 
S. Tompkins. Mr. Tompkins has for a num- 
ber of years been the director of information 
and service of the Baltimore Transit Company. 
He is also an experienced writer whose articles 
have appeared in American Mercury, Nation's 
Business, Scribner's, Electrical World, and 
Transit Journal, as well as previous issues of 
Pustic Uriittes Forrnicutty. He was a 
war correspondent in 1918 and European cor- 
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The installation of Riley Pulverizers 
by these leading Public Utilities companies 
is indicative of their growing acceptance by 
the industry. 


Pennsylvania Edison Co.—Williamsburg, Pa. 


Commonwealth & Southern Corp. for 
Southern Ind. Gas & Electric Co.—Evansville, Ind. 


Union Electric Co. of Ill._—Venice, Ill. 

Union Electric Co. of Ill—Cahokia Station 

Union Electric Co. of Mo.—Ashley St., St. Louis, Mo. 
lowa-lllinois Gas & Electric Co.—Davenport, la. 
Potomac Electric Power Co.—Buzzards Point, Md. 
Edison Elect. Illuminating Co.—Boston, Mass. 

Hartford Electric Light Co.—Hartford, Conn. 
Connecticut Power Co.—Stamford, Conn. 

United Illuminating Co.—Steele Point, Bridgeport, Conn. 
Interstate Power Co.—Dubuque, lowa 

Interstate Power Co.—Clinton, lowa 

Lynn Gas & Electric Co.—Lynn, Mass. 

Oklahoma Gas & Electric Co.—Harrah, Okla. 
Oklahoma Gas & Electric Co.—Ponca City, Okla. 
Savannah Electric Co.—Savannah, Ga. 

Central Ohio Light & Power Co.—Bluffton, O. 

Otter Tail Power Co.—Canby, Minn. 

Blackstone Valley Gas & Electric Co.—Pawtucket, R. |. 
Carolina Power & Light Co.—Cape Fear, Moncure, N. C. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA WASHINGTON, D. C. BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANBAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


SCILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
LVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


respondent for the Baltimore Sun in 1923 
and 1924. He is also a graduate lawyer 
from Georgetown University in Washington, 
D. C. He has lectured on journalism at Johns 
Hopkins University and is the author of two 
books on World War I 


¥ 


HE article published in the July 8th issue of 

the ForTNIGHTLY, entitled “What Is the 
True Origin of NRECA?” by Judson King, 
seems to have stirred up a considerable amount 
of attention. For one thing, we were inter- 
ested to note that not only was the article re- 
printed in the Congressional Record of July 
6th as an extension of remarks of Senator 
Shipstead of Minnesota, but the Senator also 
paid us the compliment of having the Con- 
gressional Record reproduce excerpts from 
this very department, “Pages with the Edi- 
tors.” 


As promised in the July 8th issue, we have 
obtained an article on the other side of the 
question raised by Mr. King. We present in this 
issue a reply from the man perhaps best quali- 
fied to answer Mr. King’s charges. He is CLYDE 
T. ELLts, executive manager of the NRECA, 
currently in charge of that organization’s head- 
quarters in Washington. Mr. Extis has been 
interested in the rural electric movement al- 
most from the beginning of his public life. 


HE introduced the first state rural electric 


cooperative law as an Arkansas state senator 
in 1937. In 1940 and on two occasions since 
then Mr. ELtis introduced bills in the House 
of Representatives designed to set up an 
Arkansas Valley Authority for public power 
development in that area along lines some- 


EARL H. BARBER 


He recalls the halcyon days of the old Massa- 
chusetts Board of Gas and Electric Light 
Commissioners. 


(SEE Pace 82) 
JULY 22, 1943 


what similar to the TVA. In short, Mr. Ennis 
has been a consistent and aggressive advocate 
of public power and a champion of the rural 
electric coOperative movement. 


He was born in Bentonville, Arkansas, in 
1908, graduated from Arkansas University 
College of Arts and School of Law. After 
some experience in teaching and law practice 
he served in both branches of the Arkansas 
legislature and was elected as a member of the 
Seventy-sixth Congress of the United States 
from the third Arkansas district. He volun- 
tarily retired from his House seat after sery- 
ing two terms when he entered the Arkansas 
senatorial primary in 1942. He took his present 
pest in January, 1943, 


¥ 


OM ASSACHUSETTS; there she stands!” 
is a siogan which can certainly be ap- 
plied to the regulatory commission of the old 
Bay sta‘e. Not only was the Massachusetts 
commission under its various titles a pioneer 
in the field of regulation but it a.so developed 
case characteristics which stand alone almos 
to this day. We say “almost” because the 
doctrine of prudent investment for which the 
Massachusetts board at one time fought vir- 
tually a:one and unaided has lately come into 
such widespread popularity and acceptance as 
to make the Massachusetts commission cer- 
tainly no longer peculiar in its adherence to 
that doctrine. . 


In this issue, beginning page 82, Eart H. 
Barser, who prior to his retirement to pri- 
va'e engineering practice in Reading, Massa- 
chusetts, in 1932, was for many years asso- 
ciated with the staff of the Massachusetts 
board, traces what he regards as the golden 
age of dynamic development within the Bay 
state commission. Mr. Barser is frankly rem- 
iniscing and assures us that his article was 
penned with all due respec: for the work of 
the present Massachusetts Department of Pub- 
lic Utilities with whose work, of course, he 
has no such intimate knowledge. A graduate 
of the Massachusetts Institute of Technology, 
Mr. BarBER saw engineering service in va- 
rious places—-U. S. Geological Survey in 
Colorado, Ellis Island immigration station 
(Treasury Department), special assistant to 
the attorney general of Massachusetts—be- 
fore he became engineer to the board of 
gas and electric light commissioners of Mas- 
sachuse‘ts in 1916. He remained as engineer 
to the department of public utilities, which 
in 1919 took over the work of the old board 
and in 1926 became an adviser to the depart- 
ment until 1931. He has since assisted the 
District of Columbia Public Utilities Com- 
mission and the Rural Electrification Admin- 
istration. 


THE next number of this magazine will be 
out Augus‘ 5th. 


oes 
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Vulcan provides clean heat transfer surfaces to 
the Combustion four-drum, bent-tube, 400,000 Y, 
lb. per hr., pulverized coal-fired boiler which serves GLCAN S 0 0 T B L 0 W E R S 
this new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 


— 
ie 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real-steam 
economy and freedom from frequent 
servicing. 

The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 


and VULCAN'S Model LG-1 are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MoNnrTAIGNE 





“Plans are as essential for a period of transition as they 
are for the military campaigns.” 


5 


“Inflation masquerades under the guise of prosperity 
and is at the banquet table before we know it.” 


> 


“To freeze men to their jobs is a violation of the con- 
stitutional freedom of men from involuntary labor.” 


e 


“The exercise of powers which infringe upon liberty 
can cause revulsions against all delegated power. We must 
clear our thinking for the days ahead so that there shall 
be no revulsion against the proper exercise of full power 
by the national government.” 


¥ 


“Pressure groups are forcing inflation on the country 
today. If these groups are not checked, if inflation is not 
stopped, our system of living will be destroyed. They can 
be checked only by political activity. It takes courage to 
enter politics, but it is patriotic and a requirement of 
good citizenship to do so.” 


. 


“You can make the American way of life the world 
way of life and you can do it without the aid of soldiers 
or subsidies, trade concessions, or international treaties. 
Your [journalistic] profession can inspire other men to 
work and fight to gain and hold our way of life if you 
will but tell the gorgeous, growing, vital story of the way 
a free people live and let live.” 


» 


“We can’t stop to debate legal questions when we are 
in grave danger from surrounding enemies who are mo- 
bilizing every resource at their command against us. 
There are laws that supersede constitutional laws. If it 
is necessary to discriminate between classes of workers 
to save this country, we will do it. Any debate on the 
literal constitutionality of such a course is purely aca- 
demic now. The supreme law of the time is the necessity 
for waging total war.” . 


12 
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IMPORTANT SERVICES 
for Burroughs users 

















van INFORMATION SERVICE 


There is an up-to-date reference library in each Burroughs office. It 
contains the latest detailed information on the application of machines 
to today's new accounting problems. This information, as well as the 
services of Burroughs’ technical staff, is available to every Burroughs 
user. 


yet MAINTENANCE SERVICE 


> shall 


octet Right now you can arrange for regular, periodic inspection, lubrication 


and adjustment of your Burroughs machines, so that emergencies and 
the delays they cause may be prevented. A standard Burroughs Service 
Agreement provides this efficient protection at a moderate, predeter- 
yuntry mined cost. All work is guaranteed by Burroughs. 

1s not 


ob SUPPLY SERVICE 


nt of 
“ You can also arrange for delivery of Burroughs carbon paper, roll paper, 


ribbons and othe: machine supplies manufactured to Burroughs’ own 
specifications. Discounts range from 10% to 40% on quantity pur- 


outa chases under different plans that permit delivery of as little or as much 
Idiers as you need at any one time. 

aties. 

en to fies 

[ you These services, valuable at any time, are especially 


> way valuable in wartime. Call the local Burroughs office 
or write Burroughs Adding Machine Company, Detroit. 


zk*xe«k 


MANUFACTURING FOR WAR 


acture of aircraft equipment 
age Army Air Forces and 
figuring equipment for 


U. S. Government 4 
ion’s many war activities 18 | | 
gh par: ere assigned to 


Burroughs in the Victory Program. 
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“T believe that in this country our political leaders haye 
too long discounted and discredited the profit incentive as 
an instrument of human progress. In the postwar world 
our government will have to nourish, rather than merely 
tolerate, the profit motive. And I have no doubt that it will © 
do so.” 4 


* 


“The people want less unnecessary meddling by the 
bureaucrats; they want less unnecessary inquisitions, 
It has come to be that we can well say: ‘Count that day § 
lost whose low descending’ does not bring some new 
questionnaire or some needless regulation which results | 
in was‘e of time, money, and man power, and accom. | 
plishes nothing except to give work to the vast army of © 
bureaucrats in Washington. The war effort has been 
seriously retarded by the meddlers seeking an excuse to 
keep on the Federal payroll.” 


sd 


“Too often in the past both state and national goy- 
ernments have taken a restrictive rather than a construc- 
tive attitude toward the grow‘h of highway transpor- 
tation. It has been aptly pointed out that for years we 
have been engaged in restrictive regulation and that few, 
if any, of the restrictions have been repealed even though 
the causes for such restrictions have long ceased to exist. 
It is startling but true that restrictions placed on vehicles 
during the day of the macadam road and solid tire stiil 
hamper modern vehicles with balloon tires running on 
concrete superhighways.” 


¥ 


“Because the problems of today are vast in scope, in- 
tense in human significance, and deep in complication, 
attempts will be made to convert us to the idea that 
unlimited authoritarian power could provide a solution. 
There are some who, in confusion or fear, will be at- 
tracted. That bridge was crossed in the days of the 
Napoleonic wars when Thomas Jefferson and the liberals, 
overwhelmingly sympathetic with the objectives of the 
French Revolution, politely but firmly declined to allow 
their thinking to be dominated by European currents. 
True American liberals do not need repatriation.” 


¥ 


“T believe that the most vital domestic problem be- 
fore the American people is that of the maintenance of 
our dual form of government. Under it, the states and 
the Federal government, both as sovereign entities, must 
be preserved in the fullest use of their powers, in exact ac- 
cordance with the pattern of the country’s founders. Only 
by the fullest discharge of the s’ate’s responsibilities 
will there be preserved the beneficial rights and freedoms 
which are at the core of American citizenship. To have 
the states stripped of their powers through Federal 
usurpation would be the greatest calamity in American 
history.” 
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As you seek Quality and Service - re- 
member that R&IE has been a specialist in 
the problems of Indoor and Outdoor Switch- 
ing Equipment for over thirty years. 


Shown here is a normal production 
line of Hi-Pressure, Self-Cleaning -Contact 
Switches, possibly on the way to some War 
Production center. 





The flashover test, shown at the top, is 
one of the several methods used to check 
design and performance. 


This same production may be serving 
The Load Tests made during de- you some day when peace-time reconstruc- 
velopment, during production, and tion calls for a broader application of re- 
after years of service, demonstrate liable switching equipment. 
that Hi-Pressure Contact Switches 
carry their rated load year in and R&IE will continue to specialize in the 
year out under all service conditions making of this equipment long after the 

é present War-time emergency. 


RAILWAY and INDUSTRIALS ENGINEERING COMPARY 


GREENSBURG, PA... . In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the War Effort 
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Electric power output has reached an all-time high oS 
—and is still moving upward. The increasing de- cs 
mands of industry are being met, as are also those 
for electricity for domestic use. Typical B&W Radiant Boiler in Central-Station 

The credit for this almost miraculous situation be- Service. Capacity 550,000 Ib. steam per hr. 
longs principally to the public utility companies, 
which in peace time correctly interpreted trends and cuisiis 
prepared to meet what were certain to be unprece- mr 
dented demands on their capacity. 

In meeting these demands today, many of the 
céntral-stations have the help of newer types of Bab- 
cock & Wilcox Boilers, the High-Head, Radiant, fa 
Open-Pass, and Integral-Furnace. Each of these 
types definitely satisfies the requirements of some 
combination of operating conditions,as is evidenced 
by the fact that B&W boilers of these types alone in || 
service have a nominal total steam-generating ca- | | | 
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pacity of 42,000,000 Ib. per hour. 

While we take understandable pride in the per- 
formance of our boilers, we feel that to the designers, 
engineers and operators of the public utilities be- 
longs the real credit for meeting the demands of the N I 
industrial and domestic power consumers in this 
emergency. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET, NEW YORK, N. Y. 











The Army-Navy “E” with two 
stars and Maritime Commission i a 

Award flags are floated proud- e . ‘ 
ly at the Barberton Works. G-250T 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


30000 40000 50000 
HORSEPOWER 


FIELD TEST CURVE 


for 
)000 H.P.—925 NET HEAD—450 R.P.M. 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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Zeiss Toolmaker’s Microscope being used for 
checking dimensions of newly purchased tap 
against accurate thread form standards. 


General View of Equipment in Standards Room. 


These quarters are air-conditioned to assure 


normalcy while tools, gages and parts are tested. 





PITTSBURGH EQUITABLE METER COMPANY 
soston MERCO NORDSTROM VALVE COMPANY PrrrssunGH 


HOUSTON MEMPHIS 
cuicaso xKansascity NATIONAL METER DIVISION, Brooklyn, N.Y. ew rork 


PRECISION DIMENSIONAL CONTROL 
ASSURES ACCURACY AND LONG-LI 


<a EMCO 


METERS AND REGULATORS 


A human hair is approximately 3/1000 (.003) ofa 


inch thick. Imagine, if you can, splitting a hai 
into 300 equal parts and being able to measure ead 
individual subdivision. This graphic example is 
to illustrate the almost infinitesimal dimension 
measurement that is accomplished every day in th 
Standards Department of the Pittsburgh Equitab 
Meter Company. 


This department, which developed out of th 
normal demand for manufacturing accuracy in volum 
production, was originally installed in 1937 and h 
been greatly expanded since. Many of this company’ 
achievements in handling wartime projects woul 
have been impossible without the dimensional exact 
ness that is provided through our Standards Depart 
ment. We have recently been awarded the “A” rating) 
the Army Air Forces for quality control. 


Accuracy in the performance of meters and regu 
lators made in large production is of necessity de 
pendent upon the accuracy of the tools, jigs and gages 
that guide the machining and assembly procedure 
The hair-splitting exactitude to which these manv 
facturing appurtenances are held by Standards control 
assures an accurately made and fitted product, capable 
of a long and useful life. 


ih, Pa. ss 
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ornose wo | TWICE THE WORK 

NEED TO MAKE 

ONE TRUCK DO WITH BIG SAVINGS 

DOUBLE DUTY IN ORIGINAL EQUIPMENT COST, EXPENSE, 
MAINTENANCE, SPACE, WEIGHT, FUEL, TIRES! 











TWO SEPARATE 
PIECES EQUIPMENT 
ne 







OWNERS REPORT THIS UNIT SAVES ITS OWN COST WITHIN FOUR TO TEN MONTHS 


HERE’S WHERE YOU SAVE 
By Using Truck Engine Power for 


Air and Gas Compressors * Generators * Welders * Pumps »* Street Sprinklers * Rock Crushers 
Gas Well Bailers % Portable Machine Shops % Concrete Mixers »% Agricultural Machinery 


HERE’S HOW YOU SAVE 
When Your Truck Engine Power Does the Work 


Extra space for men, tools and 4 Reduced maintenance cost—no 7 Saves manpower—equipment con- 
materials extra engine trolled from driver's seat 


Saves weight—reduces truck li- 5 Cuts fuel cost by eliminating extra 8 No trailer haul 


cense fe , . 
- nat 3 Long-life unit—owners report 


3 Less money invested in original o Efficient equipment combinations power take-off outlasts truck .. . 
equipment can be mounted on ONE truck saves own cost in 4 to 10 months 


4 POWER TAKE-OFF DIVISIO 
TRADE TERRITORIES OPEN TO DISTRIBUTORS. WRITE FOR DETAILS OF FRANCHISE 


SOME DISTINGUISHED USERS OF DAVEY POWER TAKE-OFF EQUIPMENT 
* Dallas Gas Company * Texas Boiler and Sheet Iron Works 


* Gulf Oil Corporation * United States Forest Service 
* Illinois Bell Telephone Co. * Philadelphia Transportation Co. 
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DOORS for WARTIME EFFICIENCY 


Kinnear Wood Rolling Doors 


save time and labor; if desired, 
they can be opened or closed 
quickly at the touch of a button 
— from any convenient location! 


Their coiling, upward action saves 
valuable floor, wall and ceiling 
space, and keeps the doors out of 
the way and safe from wind or 
traffic when open. 


Strong inter-lapping wood slats 
form a rugged curtain that blocks 


out wind and weather, yet pre- 
sents a neat appearance that har- 
monizes with any building ex- 
terior or interior. 


Kinnear Wood Rolling Doors 
also assure highest economy of 
war-vital metals! 


They are built in any size, for use 
in old or new buildings, and are 
available with manual control 
only, if desired: Write for com- 
plete data or specifications. 


THE KINNEAR MFG. COMPANY 


2060-80 Fields Ave., Columbus 16, Ohio 


EIN NEAR 
ROLZLING DOORS 
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Transite Conduit saves on labor and material, for it is so 
strong it needs no protective casing. It maintains its 
strength and true form under heavy earth loads and 
traffic pressure. Can’t rot . . . effectively resists soil 
corrosion, smoke and fumes. 


Transite Korduct is thinner walled, lower priced, other- 
wise identical with Transite Conduit. Its long lengths 
mean fewer joints, fewer spacers. And its unusually 
high rate of heat dissipation lowers cable operating tem- 
peratures, boosts system capacity. 





BOTH THESE DUCTS PROVIDE THESE ADVANTAGES AS WELL:-:-: 


placed at any time with virtually no — 
age to sheathing. 


1, Minimize fire hazard—Transite Ducts can- 
not burn because they are made of asbestos 
and cement. They will not contribute to the 
formation of explosive or combustible gases. 


2. Eliminate electrolysis problem— Inor- 


4. Save time on installation—Light in 
weight, supplied in long lengths, Transite 
Ducts are so easy to assemble that only 


ganic and non-metallic, Transite Ducts can 
never be affected by electrolytic action. 


3. Make cable pulls easy—'The smooth 
bore of Transite Ducts speeds up cable 
installation. Because the ducts stay smooth 
in service, cables can be removed and re- 


the minimum of time and 

expense. is required for 7 “A 
any job. Write for Data }! Py 
Book DS-410, Johns- a. 


Manville, 22 E. 40th St., 
New York, N. Y. _ 


jr 


M Johns-Manville 


| Tawsire Doers \ °°" 


TRANSITE KORDUCT— 


for Stallation 


w 
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The Nation's 5th Carrier 


I. the Nation’s war-production plants, 
Grinnell Prefabricated Piping is providing 
FLUID TRANSPORT for steam, air, gas 
and liquids — vital services for production. 

In power stations, aviation gasoline refin- 
eries, synthetic rubber plants, fighting craft 
and merchant ships, Grinnell has furnished 
the experienced piping engineering to solve 
widely varied piping problems. 


PORT to pee war operati 


Grinnell plants, at strategic points, al 
modern facilities for fabricating the cons 
ing links which convert a pile of pipe im 
complete piping system for efficient watt 
FLUID TRANSPORT. 

Write for Data Folder, “Grinnell Pret 
ricated Piping”. Grinnell Company, 
Executive Offices, Providence, R. I. Bra 
offices in principal cities of U. S. and Cas 


prerasricaten pirinc By (7 RIN NEL 


WHENEVER PIPING 1s INVOLVES 
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TO SAVE 


MANPOWER 
ieee 
he largest he YET SPEED 


»s FLUID 


war operati 


TRANSMISSION 
LINE ERECTION 








i f { y 


: pipe in 
ent Wa 
hroughout the country our trained men 


nell Pret f are ready to help you meet today’s unprecedented 

poy ( dee demand for power. In the erection or maintenance 

4 . | [ y S$ J & R of transmission lines . . . regardless of distance or 
VEERING CO. terrain... Hoosier experience and special equipment 

L guarantees efficient and economical service. 

’ COLUMBUS, OHIO 


ints, aft 
the conn 


NEW YORK — CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 





ment) 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 





OF BILL ANALYSIS 








HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 


Detrolt Montreal Toronto 


Chicago 
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dis- 
ar to 
tion, y 
rable . : A FAMILIAR CONTROL 
° i : Mercoid has served the nation's peacetime control 
ying. ee requirements for more than two decades. 
n: During these years, experience has demonstrated the 
eeds correctness of the design and operation of Mercoid 
S } Controls. Their record of an 
ring, } performance is mee basis for their pape acceptance 
} among p g war- 
, our q : time production. 
b ‘ . = Ye The “familiar” DA type contro! shown above, is a 
D In eae - favorite with industry. The outside double 
" 4 feature and direct reading simplifies the setting and 
inates all k, an important factor consid- 
Ly ering new help. in all plants. 
and All Mercoid Controls are equipp lusively with 
. Is hermetically sealed corrosion- wary mercury switches, 
tion. , |e 4 thus assuring positive operation and longer control 
oo» ») life. Mercoid mercury switches are available to the 
SIS. | Pa tank trade for a variety of applications. A few types are 


illustrated to the left. 

if you have a control problem involving the automatic 
control of p ture, liquid level, mechan- 
ical operations, etc., “it will pay you to consult 
Mercoid's engineering 'staff—always at hag service. 

WRITE FOR MERCOID CATALOG NO. 69, 
CONTAINS A LOT OF CONTROL INFORMATION 

THE MERCOID CORPORATION 
4219 BELMONT AVENUE, CHICAGO, ILLINOIS 
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ronto JOKER CONTROLS * THERMOSTATS * VAPOR VACUUM CONTROLS * TRANSFORMER-RELAYS * LEVER ARM CONTROLS 
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THE EXECUTIVE WHO STOPS TO THINK ... 





Knows that «10% for War Bonds isn’t enough these days” 


Workers’ Living Costs going up... and 
Income and Victory Tax now deducted at 
source for thousands of workers... 

Check! You're perfectly right . . . but all 
these burdens are more than balanced by 
much higher FAMILY INCOMES for most 
of your workers! 

illions of new workers have entered the 
picture. Millions of women who never 
‘worked before. Millions of others who 
never began to earn what they are getting 
today! 

A 10% Pay-Roll Allotment for War Bonds 
from the wages of the family bread-winner 
is one thing—a 10% Pay-Roll Allotment from 
each of several workers in the same family is 
quite another matter! Why, in many such 


This space is a contribution to 
America's all-out war effort by 


PUBLIC UTILITIES FORTNIGHTLY 


cases, it could well be jacked up to 30%— 
50% or even more of the family’s new money! 

That's why the Treasury Department now 
urges you to revise your War Bond thinking 
—and your War Bond se//ing—on the basis 
of family incomes. The current War Bond 
campaign is built around the family unit— 
and labor-management sales programs 
should be seviand accordingly. For Sectils 
get in touch with your local War Savings 
Staff which will supply you with all neces- 
sary material for the proper presentation of 
the new plan. 

Last year's bonds got us started—this 
year's bonds are to win! So let's all raise our 
sights, and get going. If we all pull to- 
gether, we'll put it over with a bang! 


you’ve done your bit 


-«,now do your best! 
Kk RR RRR RB 
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Our business of measuring heat 
for American cookery through 
the manufacture of Robertshaw 
Thermostats stands us in good 
stead these days. For now we are 
“measuring heat” for an Axis 
dish — we are making aircraft 
and anti-aircraft boosters and 
shells, shells for anti-tank guns, 


~<a 


fuses for hand grenades and 
primers and ignition cartridges 
for rockets. Our precision expe- 
rience in the manufacture of 
Robertshaw Thermostats helps 
us, too, in the manufacture of 
airplane instruments. The 
Robertshaw Thermostats we do 
make are used entirely in con- 


For High Achievement in the production of war equipment. 


AIBERTSHAW 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 


nection with Government pro- 
jects. And these serve a future 
as well as a present purpose for 
they keep our research depart- 
ment and engineering division 
working toward new models 
which will be ready to measure 
heat for American cookery when 
peace is here again. 
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ELLIOTT 
Self-Cleaning 


STRAINERS 


Elliott self-cleaning strainers are going strong 
in all the industries that demand clean, dirt- 
free water. They clear water for cooling bear- 
ings, cooling transformers, cooling generator 
coils, supplying many other needs of widest 
range. 


They make no demands upon anyone's 
time or attention, these Elliott self-cleaning 
strainers. They clean themselves, back-flush- 
ing the dirt out of section after section, iso- 
lated or blanked off by a slowly rotating 
element. Fibrous matter cannot mat or clog 
them, either — the design of the straining 
element provides against that. 


They are themselves immune to ordinary 
trouble. Motor and driving gears are on top, 
out of harm’s way. Lower bearing is water- 
lubricated, of a cutless design which dirt can- 
not harm. Operation is smooth, quiet, slow, 
and almost wearless. 


Elliott also makes Twin Strainers for man- 
val cleaning. One chamber always working. 
Also single strainers, used where occasional 
time-out for cleaning is permissible. 

If you have a straining problem affecting 
water or any other liquid, ask us to work 
with you. 


a} ELLIOTT COMPAN 


Accessories Department 
JEANNETTE, PA. 


DISTRICT OFFICES IN PRINCIPAL CITIES 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 
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q League of Iowa Municipalities will convene, Cedar Rapids, Iowa, Aug. 16-18, 1943. 





4 International Association of Electrical Inspectors, Northwestern Section, will ‘ey 
hold meeting, Seattle, Wash., Aug. 26, 27, 1943. 





q International Association of Rn =—— Southwestern Section, will convene, 
Los Angeles, Cal., week of Aug. 30, 





4 American Institute of Electrical Engineers will convene, Salt Lake City, Utah, Sept. 
2-4, 1943. 





q International Association of Electrical Inspectors, Western Section, will hold meeting, 
Chicago, Iil., Sept. 13-15, 1943. 








Municipal Electric Utilities Association of New York State will hold meeting, Lake 
Placid, N. Y., Sept. 15-17, 1943. 





4 American Society of Civil Engineers opens meeting, Los Angeles, Cal., 1943. 





q American Water Works Association, Rocky Mountain Section, will hold annual meeting 
and war-time conference, Denver, Colo., Sept. 16, 17, 1943. 








9 American Water Works Association, Western Pennsylvania Section, will hold annual 
meeting, Pittsburgh, Pa., Sept. 22-25, 1943. 








tio of Virginia Municipalities will hold session, Roanoke, Va., Sept. @® 
26-28, 1943. l 








@ AUGUST y 





4 National Safety Council will hold meeting, Chicago, Ill., Oct. 5-7, 1943. 





{ American Gas Association will hold meeting, St. Louis, Mo., Oct. 11-13, 1943. 





{ American Water Works Association, California Section, will hold meeting, Los Ange- 
les, Cal., Oct. 27-29, 1943 














q jrewmeust Bankers Association of America will hold session, New York, N. Y., Nov. 
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Courtesy of Contemporary Arts From Elsie Hafner, N. Y. 


“San Francisco Gothic” 


By Harry Dix 
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The Human Sardine 


After the War 


Will the present record-breaking war loads of passenger transit 
companies mean continued increased business, partially at least, 
in the postwar period? Or do they represent a sort of Indian 
summer to be followed by a further decline of transit business 
in the competitive struggle against the private automobile? The 
answer depends on sound planning and smart industrial man- 
agement. Preliminary steps can be taken now, without distract- 
ing management from the war job of moving the masses, to 
put war transit on a more secure economic basis. 


By RAYMOND S. TOMPKINS 


HAT about postwar planning 
for that noble public utility 
customer, the human sardine? 
Well, folks, it’s going on right now. 
Step to the rear please; plenty of room 
in the rear, so get away from the front 
door and make room for some more 


of these war workers, won’t you please . 


lady? Thanks ; and things will be more 
comfortable after the war, lady. Now- 
adays the customers have to ride on 


Uncle Sam’s terms. When it’s all over 
we'll be glad to get the customers on 
their own terms. 

Well, maybe so. But not all the post- 
war planners for public transit are 
thinking that way. In fact their 
thoughts are numerous and divergent. 
However, the differences in the think- 
ing of the local street-car and bus men 
are probably less miraculous than the 
fact that they are able to do any postwar 
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thinking at all. Just planning to keep 
’em rolling next day is enough for the 
average operator and too much for 
some. One company in a war-industry 
city of a million people regularly has 
as many as fifty busses laid up in the 
shops on an average week day morning 
owing to the lack of enough spare parts 
for repairs, or enough tires. The same 
city has over 1,000 street cars, includ- 
ing 300 of the modern streamliners ; 
and a daily average of 100 out of the 
thousand will be immobilized for lack 
of nuts, bolts, and screws. 

Getting tires for busses and track- 
less trolleys is as hard a job for transit 
men as it is for individual motorists. 
The whole business is one long, dread- 
ful headache and the pain is but slight- 
ly assuaged by the most gigantic pas- 
senger revenue since the lush days when 
the original horse-car promoters, in- 
spired in the dead of night with a new 
idea for a franchise, would leap from 
bed and go out and measure a roadway 
for tracks by moonlight in their night- 
shirts. These Gargantuan earnings are 
a headache because the public mistakes 
them for fat profits and it is a tough 
business trying to tell them different. 
Federal taxes are up more than 200 
per cent. All taxes are up. Wages are 
the highest in history. All operating 
costs are higher. There is little more 
left in the pot nowadays than there was 
before the rush began. 


S° the war-time transit men have lit- 
tle time to think about postwar 
planning. A few prefer not to think 
about it at all. They believe the busi- 
ness to be in somewhat the situation of 
a condemned man standing on the trap- 
door of a modern gallows eating the 
conventional breakfast of ham and 
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eggs. There is plenty of ham and eggs 
and the man is being invited to stuff 
himself with as much as he can hold, 
but when the time comes the trap will 
be sprung and the man will drop 
through it, ham, eggs, and all. That's 
as far as some of the thinking goes. 

But most think otherwise. These see 
golden days ahead for the street-car 
business when the war is over and Mr, 
Jeffers has gone back to the Union 
Pacific (if he doesn’t go earlier), and 
there isno OPA nor ODT and no gaso- 
line ration books and no A, B, andC 
windshield stickers. 

They reason as follows: Hundreds 
of thousands of people are riding street 
cars and busses now who hadn’t ridden 
them for ten or fifteen years before 
Pearl Harbor. Wealthy dowagers have 
recently given up taking their chautf- 
feurs with them on the street cars to 
show them how to get on and off and 
drop the proper fare in the right slot. 
They have now learned how to do it for 
themselves. These people have redis- 
covered how convenient transit service 
is. They now know that the street car 
or bus which they can get almost at 
their doors will take them right to the 
office, or the bowling alley, or the 
movie, or to church, They don’t have to 
buy gas for it; they don’t have to drive 
it; they don’t have to park it. Ergo, 
they will never want to go back to pre- 
war automobile transportation for 
everyday urban travel. They will stick 
to the street car and the bus. So goes 
this type of reasoning. 


Bi Becey two extremes may be called 
the “gallows trapdoor theory” 
and the “pot-of-gold theory.” The 
territory in between echoes with the 
clash of debate and argumentation. 
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THE HUMAN SARDINE AFTER THE WAR 








Depreciation of Street Cars and Busses in War Time 


“Tr normal times street cars and busses wear out in an easily calcu- 

lated period of time. In these war times they are wearing out faster. 

Their depreciation is accelerated by the bigger crowds, the constant, un- 

remitting use, the lack of normal shop care and attention. When the war 

is over these vehicles will be closer to the end of their lives than they 

would have been tf there had been no war. Enough money for quicker 
replacements must be on hand.” 





Here are the transit men who believe 
that the business does have a chance 
to survive but only provided it pursues 
the right program. 

What is the right program? That 
is what the arguments are about. There 
are many arguments because there are 
many items in the program. Some may 
be lumped under the heading, “Con- 
tinuing War-time Innovations after 
the War.” There are many of these in- 
novations in street-car and bus opera- 
tion. They are made necessary by the 
tremendous increase in passengers, Ow- 
ing to gasoline and rubber shortages, 
coupled with a shortage of transit 
equipment; in brief, trying to carry 
twice or three times as many passengers 
with fewer than normal vehicles. Mak- 
ing bricks without straw is child’s play 
by comparison. One of these innova- 
tions is “staggered hours.” Another is 
the “skip stop.” Another is the com- 


plete abandonment of bus (rubber- 
tired) lines which parallel rail lines, or 
even where there are rail lines within 
reasonable walking distance of rail 
lines. Another is the curtailment of 
many bus lines when the gasoline and 
rubber shortages hit them. 

These are hardships, but the public 
in big cities all over the country is put- 
ting up with them patiently, particular- 
ly in cities where the operating compa- 
nies have made the whole story clear to 
the customers. 


i ie hardships are being endured 
on the ground that they will help 
in the winning of the war. What, then, 
when the war is over? Well, some ex- 
perts are (as above stated) for “‘con- 
tinuing war-time innovations.” This 
means they would keep right on skip- 
ping stops, staggering hours, and drop- 
ping the abandoned paralleling lines. 
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“Retain war-born benefits,” writes one 
transit expert and he reveals one way 
of doing it without having the blow 
stagger the customers. Stop calling 
them “staggered hours,” he says, and 
start calling them “dovetailed working 
hours.” This he claims will lift the curse 
so that schools will keep right on open- 
ing at 9:45 a.m., department stores at 
10 or 10:30 a.m., factories will keep 
on working a couple of night shifts as 
well as day shifts, and office workers 
will keep on reporting for duty at odd 
hours so as not to crowd out the others. 
If the comfort and convenience of this 
is pointed out to “a receptive public,” 
and people recognize it for the traffic 
panacea that it is, then (so the “dove- 
tailed hours” theory runs), this “war- 
born benefit” can be retained without 
pain to the public and with advantage 
to the transit operator. 

A similar plea is made for continu- 
ing the “skip stop.”’ This, too, has been 
renamed for readier public acceptance. 
In some cities it is being called the 
“victory stop.” Whatever it is called 
it means cutting out customary stops 
for the purpose of speeding up service 
and, in the case of busses, reducing 
wear and tear on brakes, tires, etc., and 
reducing gasoline consumption. 


it is a fine idea for war time. But in 
some towns during peace time the 
very name “skip stop” was anathema 
to the public, at least to that portion 
of the public whose stops were skipped. 
A good deal of this feeling has held 
over into the war days. People will 
fight, bleed, and die for victory, but 
when it comes to cutting out street-car 
and bus stops they don’t see why the 
management should pick on them. The 
job has been done, nevertheless, in most 
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large cities by big advertising cam. 
paigns explaining that the war makes 
the skip stop or the “victory stop” nec. 
essary and that the Office of Defense 
Transportation demands it. This has 
done the trick but it has not eliminated 
the grumbling as, of course, it was not 
expected to. 

But if the customers grumble about 
giving up their car stops and their old 
accustomed working hours as a pa 
triotic war service, what may they be 
expected to do if they find that they 
are not going to get them back when 
the war is over? A considerable bloc 
of expert transit opinion believes they 
will raise merry hell and that hence 
there had better be some pretty careful 
thinking about this notion of “te 
taining war-born benefits,” because 
whether a thing is a “benefit” or not 
depends entirely on the point of view. 
Theoretically the skip stop and the 
staggered (or “dovetailed” ) hour are 
benefits to the transit user, giving him 
greater speed and comfort in his ride. 
But they haven’t been sold to him on 
that basis during the war; they have 
been sold to him as war measures, and 
people have a way, when a war is over, 
of wanting to forget all about it for 
awhile and about everything relating 
to it. A shortage is a shortage to most 
people, whether in steak and potatoes 
or in stops and street-car seats. It is 
only human nature to welcome the end 
of a famine. 


Bigpond this phase of the transit 
industry’s postwar problem is 4 
problem in public relations and mer- 
chandising. If the street-car men caf 
resell the hardships of war by describ- 
ing them as the softships of peace, they 
will be good! 
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THE HUMAN SARDINE AFTER THE WAR 


Some are thinking of approaching 
the war-time sardine with a question- 
naire asking him what his postwar in- 
tentions are. Something like a Crosley 
or a Gallup poll. “Are you going to 
keep on riding street cars after the 
war?” is an interesting question, but 
would the answers mean anything? 
Who knows exactly what he is going 
to do after the war? What Tennessee 
mountaineer now drawing down big 
money as a riveter in some big city 
shipyard and riding the street cars four 
times a day knows even where he is 
going to live after the war? If “fact- 
finding” schemes could be depended 
upon to tell street-car managers what 
they can actually look forward to in the 
way of postwar business and what, if 
anything, they could do to boost it, it 
would be wonderful. Maybe some of 
them can. At any rate, it is not unlikely 
that the stunt will be tried here and 
there. 

But feeling the war-time straphang- 
er’s pulse is only one phase of the prob- 
lem. No matter how hard the public 
relations men and their fact-finding ex- 
perts work they will have two strikes 
on them in advance unless their com- 
panies are able to take up the modern- 
ization of their systems where they left 
off just before Pearl Harbor, and carry 
it to conclusion. This means they 
must have money for rehabilitation. 


q 


Out of their swollen gross earnings 
foresighted managements are laying 
away funds for this purpose; and this 
is the most valuable and practical kind 
of postwar planning. Such items as 
“deferred maintenance,” and “special 
war reserves,” and “accelerated depre- 
ciation” appear in the monthly state- 
ments of a few well-managed transit 
companies. These items are aptly 
named. 


|.’ gree maintenance is, of course, 
deferred because parts cannot be 
bought, repair materials cannot be pur- 
chased, sufficient men cannot be hired. 
Maintenance has halted or at best limps 
along at about 60 per cent of normal, 
but the need for maintenance continues. 
The money for it is on hand but it can- 
not be spent. Likewise “accelerated de- 
preciation” is an accurate description 
of a war-time condition. In normal 
times street cars and busses wear out 
in an easily calculated period of time. 
In these war times they are wearing out 
faster. Their depreciation is accelerated 
by the bigger crowds, the constant, un- 
remitting use, the lack of normal shop 
care and attention. When the war is 
over these vehicles will be closer to the 
end of their lives than they would have 
been if there had been no war. Enough 
money for quicker replacements must 
be on hand. 


e 


“Hunprens of thousands of people are riding street cars and 
busses now who hadn't ridden them for ten or fifteen years 
before Pearl Harbor. Wealthy dowagers have recently given 


up taking thetr chauffeurs with them on the street cars to 
show them how to get on and off and drop the proper fare 
in the right slot. They have now learned how to do it for 
themselves. These people have rediscovered how convenient 


transit service ts.” 
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One street-car company has set the 
pace for its own city in respect to these 
postwar reserves to be invested in tax- 
tice throughout the country. This is the 
Baltimore Transit Company whose 
president, Bancroft Hill, started set- 
ting up a deferred maintenance account 
months ago, even before the Interstate 
Commerce Commission approved the 
idea for the steam railroads. It looked 
like such a good idea that Mr. Hill was 
appointed chairman of Baltimore’s 
committee on postwar planning by the 
then mayor of the city, and his first re- 
port laid down the law of adequate 
postwar reserves and is attracting no- 
free war bonds as fundamental to any 
sensible postwar planning by anybody. 
The notion is spreading like wildfire, 
having been embraced by Senator 
George (Democrat of Georgia), chair- 
man of the US Senate Finance Com- 
mittee, who is pushing this street-car 
man’s idea for all it’s worth. 


| ie the whole transit industry were 
reasoning and acting thus the most 
important postwar planning item would 
be in the bag and the operating boys 
could indulge themselves in the luxury 
of arguing over details like “dovetailed 
hours.” But not all of them seem to 
be taking the long view. 

Nor, in many cases, does the public. 
Mistaking the big passenger revenue 
figures for profits, the public, in some 
instances, is demanding reduced fares 
and increased taxes. Here and there, 
too, stockholders, who haven’t had 
what an old poker-playing reporter 
friend of mine used to call “a taste of 
cold squirrel” for many years, are de- 
manding something on the preferred 
and something on the common. Re- 
serves? Well, why? And why do they 
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need to be so large? How do you justi 
fy them? This attempt to chip an¢ 
chisel away at the sensible reserve funds 
of the transit business seems incredibly 
shortsighted. 

Of course, none of these reserves for 
postwar rehabilitation of transit sys- 
tems is nearly big enough, but only the 
most far-sighted operators realize it 
To speak of “taking up modernization 
where it was dropped just before Pearl 
Harbor,” is not saying much. Moder. 
ization of transit operations before the 


street railway cars were bought by the 
entire industry. There were a lot of 
new busses (1,280 that year, the rec 
ords show, but only 62 new street cars. 
The following year there were only 48, 


wo years later, however, there 
was a new invention in the street- 
car business—the sleek, streamlined 
“PCC” car, quiet, with resilient wheels 
rubber-cushioned; with rubber in 
springs, axles, motor-housings; with 
three sets of brakes and an automatic 
acceleration that made it one of the 
fastest things in traffic. Annual pur- 
chases of these revolutionary vehicles 
started at 100 in 1935, and increased 
slowly but steadily until 1941, when 
522 new street cars were bought and 
something brand new in surface transit 
came to a dozen or more big cities. At 
the same time smarter new motorbuses 
and streamlined trackless trolleys ap- 
peared and more and more operating 
companies went in for “modernize 
tion.” Total new vehicles constructed 
and purchased in the whole nation 
during 1941 (the last “modernization” 
year ) numbered 8,299. 
This was something, but it wasn't 
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much for one of the biggest industries 
inthe country, when you consider that 
the total number of all vehicles on hand 
in 1941 was about 80,000. 

The fact is it took more than forty 
years to produce any really important 
modernization of electric street cars. 
There won’t be that much time after the 
war is over. If modernization of street- 
car lines, bus lines, trackless trolley 
lines doesn’t take place quickly and 
smartly, then modernization of auto- 
mobiles will finish the transit business 
off ina hurry. This, at any rate, is the 
view of the forward-lookers. 

However, they believe the postwar 
outlook is anything but bleak for op- 
erators who look alive and save their 
money. Larger cities are envisioned. 
Expansion of industries and communi- 
cation systems means expansion of 
transportation systems. 


— the United States Census 
Bureau is doing some crystal 
gazing into the future population 
growth of cities and classifying the 
prospects of the war-production cen- 
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ters as “best,” “superior,” “excellent,” 
“good,” and “fair.” But they are like- 
wise studying the cities which the war 
has helped only temporarily or not at 
all, and even discovering a class of 
tities which seem to be losing ground 
and slipping industrially with little 


chance of reversing this downward 
trend. There are a good many of these 
towns and it will be discouraging to 
their postwar planners of every kind 
and complexion when they learn the 
census man’s diagnosis. It will certainly 
discourage the postwar planners for the 
transit business. 

But only in those doleful towns, not 
in the up-and-coming burgs. There the 
street-car and bus men look forward to 
“vehicles of the future” which will be 
even quieter and more streamlined, 
more comfortable, more swift, and 
more beautiful than the busses and 
street cars that had begun to appear 
before Pearl Harbor. They recall that 
also before Pearl Harbor the public had 
begun to catch on to the steadily in- 
creasing advantages of street-car and 
bus travel and that the “rides per 
capita” curve had begun reversing its 
direction in 1938, only a little at first, 
but more noticeably in 1939. They be- 
lieve that with the war boom over they 
can swing back again into that steadily 
mounting curve and keep it mounting 
by modernization, good service, and 
brisk salesmanship. They have no fear 
of arguments about “retaining war- 
born benefits.” They figure that the 
human sardine, back home from his 
hard war in 100,000 tightly packed 
rolling sardine cans, will tell them what 
to do about those. 





“THE storm of public resentment is rising. If you want a measure of 
how fast it is rising, just listen to the cries of pain and anger that come 
from the few self-appointed labor leaders in reply to my public re- 


marks.” 


—Epwarp V. RICKENBACKER, 
Aviation executive. 
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What’s behind the Attack 
On NRECA? 


The recently formed National Rural Electric Codperative As- 

sociation is truly a grass-roots movement, says the author, 

formed to assist the rural electrification movement and the 
farmers it was designed to benefit. 


By CLYDE T. ELLIS 


EXECUTIVE MANAGER, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


' , J wat was behind the bitter at- 
tack on the National Rural 
Electric Codperative Associ- 
ation by Judson King in an article fea- 
tured in the July 8th issue of PusBiic 
UrtiLities FortNIGHTLY ? Why should 
this relatively new, independent associ- 
ation of rural electric codperatives 
command so much attention? Who 
would be alarmed by the fact that its 
membership now totals 643,900 farm- 
ers in 46 states? Have America’s 741 
electric cooperatives overstepped them- 
selves in their efforts to make elec- 
tricity available to more and more 
farmers to help them produce more and 
more food? 

The codperatives are successful, 
independent, free enterprises, in no way 
connected with the Federal govern- 
ment. They have borrowed money from 
the Rural Electrification Administra- 
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tion and they have paid back all ma- 
turities to date plus $10,039,000 in ad- 
vance. They are not subsidized. They 
are owned and operated by the farmers. 
Their only ambition is to make elec- 
tricity available to every farm home at 
the lowest possible cost. Truly, they in- 
tend to serve, ultimately, the 3,000,000 
farm homes which are still without 
electricity. They have no desire to dis- 
turb the private utilities; they are 
prohibited by law from taking a cus- 
tomer away from them. Wherein, then, 
have they committed an unpardonable 
sin? 

NRECA is purely a grass-roots or- 
ganization. Ten of its eleven directors 
are elected annually by the cooper- 
atives, one from each region. The 
eleventh is elected at large at its an- 
nual convention. The organization is 
nonpartisan. Democrats and Republi- 





WHAT'S BEHIND THE ATTACK ON NRECA? 


cans are about evenly divided on the 
board; one is a Progressive. Public 
power and REA leaders in all parties 
had long advocated such an organiza- 
tion as “the program’s only hope 
against the onslaughts of the mighty 
power trust.” REA, as a government 
agency, is not free to challenge the 
devastating attacks of the power 
monopoly. The power trust does fear 
the example being set by the co-ops, 
for they are proving that even in 
sparsely settled areas power can be had 
at lower and lower rates. The private 
utilities have their national association, 
the Edison Electric Institute. 


| pooner Roosevelt said _ of 
NRECA in his telegram to its first 
convention in St. Louis on January 
19th: 


. I wish that you would also express my 
appreciation of the importance of such an 
association, representing hundreds of thou- 
sands of farmers who have joined on a co- 
dperative basis to assure their families the 
economic and social advantages of plentiful 
electricity at low rates... 

.. For this reason I welcome the creation 
of your National Association. It will be a 
healthy influence in our national life. I shall 
count upon it to assure a better understand- 
ing of our national problems in war and to 
contribute materially to the solutions which 
alone can assure victory and lasting peace. 


Former Senator George W. Norris 
(I) began his address to the conven- 
tion with these words: 


I am both proud and honored to be in- 
vited to address this national convention. 


Senator Hugh A. Butler (R) said 
in addressing the convention: 


It has been a genuine pleasure to 
have had the opportunity of mingling with 
this group of people in a convention, that, T 
think, is making history . This associ- 
——* is bieiied rural. Your objectives are 
rura 


Congressman John E. Rankin (D) 
wrote the association on May 22, 1943, 


in a letter published in its June bul- 
letin: 
I want to take this opportunity to thank 
you and your splendid organization ... 
It is gratifying to note that the farmers 
on these rural lines are waking up to the 
fact that organization is necessary for them 
to secure justice in national legislation. If 
they will only stand together, and work to- » 
gether, and let their organization be known, 
we can electrify every farm home in 
America, and reduce the charges to the low- 
est rates consistent with economic gener- 
ation, transmission, and distribution of elec- 
tric light and power. 


—_—— organization has been definite- 
ly and universally welcomed by all 
the real REA and public power leaders 
of all political parties in and out of 
Congress. Surely then the attack was 
not political. 

Electrical World, an industrial pub- 
lication which generally supports the 
position of the private utility indus- 
try, has, by the same token, been con- 
sistently critical of the electric codpera- 
tives and their state and national asso- 
ciations. It is noteworthy that some co- 
ops which receive this publication claim 
they do not know why it is sent to them, 
although, presumably, some responsible 
source is paying for subscriptions. 

From the Atlantic to the Pacific cer- 
tain power interests and other enemies 
of the cooperatives have spread errone- 
ous and malicious propaganda designed 
to injure their national association. The 
innocent co-ops never know whence 
will come the next blow. They only 
know that it will come. 

Mr. King stated that REA Adminis- 
trator Harry Slattery is under fire for 
“incompetency” and implied that the 
administrator’s troubles arose because 
he, Mr. Slattery, sided with the insur- 
ance companies of the country in op- 
posing the plan of the co-ops to carry 
their own insurance. (Mr. Slattery had 
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previously approved the plan in de- 
tail.) 

Mr. King also charged that NRECA 
is responsible for a “campaign”’ to oust 
Slattery because of his action on in- 
surance. His statements are not true. 
The so-called “campaign” started in 
the Congress long before Mr. Slattery’s 
disapproval of the insurance program, 
and the National went to his aid many 
times. 

The National Rural Electric Co- 
Operative Association has consistently 
refused to discuss with the press or 
otherwise publicize the issue of Mr. 
Slattery. Although it is evident from 
Mr. King’s article that he was in 
collaboration with Mr. Slattery, for he 
quoted from his files, and although Mr. 
Slattery has given out other state- 
ments, we still decline—even at the ex- 
pense of being misunderstood—to en- 
ter into a public discussion here of a 
matter that is being dealt with else- 
where. Mr. King’s statement that we 
sent “releases to the press” is errone- 
ous. Because of his many inaccurate 
and misleading statements, we think 
Mr. King has done the cause of rural 
electrification a grave injustice and per- 
haps serious injury by his article. 


HE Rural Electrification Adminis- 
tration is, we believe, one of the 
greatest agencies of the government. 


q 


e 


“THE codperatives are successful, independent, free enter- 
prises, in no way connected with the Federal government. 
They have borrowed money from the Rural Electrification 


Its employees as a whole are uney. 
celled. Its achievements are phenomen 
and will surely go down in history x 
the American farmers’ greatest pro. 
gram of all time. 

Aside from these broadsides againg 
the co-ops’ association being a part o 
a national power-trust effort to scuttk 
the rural electric program—and we d 
not charge that Mr. King is consciow. 
ly a part of that campaign—the reasons 
for this attack are to be found in M,. 
King himself. 

Here are some facts which Mr. King 
did not state in the article: 


1. That at the time he wrote the 
article, and for months prior thereto, 
Mr. King was being paid $6,000 a year 
from REA funds for “consulting the 
administrator.” 


2. That he (Mr. King) was under 
fire in the Congress as an alleged “pen- 
sioner,” living in Washington and 
“making little or no contribution to 
REA.” (REA is now in St. Louis.) 
His article therefore was a defense of 
himself and his employer, and for that 
defense he actually received compensz- 
tion. 


3. That Robert B. Craig, ex-Deputy 
REA Administrator, whom he charged 
with conceiving the National Assoc- 
ation for political purposes, had urged 
Mr. Slattery to remove Mr. King asa 
“useless fixture” and had forced a re 
duction in his number of per diem days 
per month. 


Administration and they have paid back all maturities to date 
plus $10,039,000 in advance. They are not subsidized. They 
are owned and operated by the farmers. Their only ambition 
is to make electricity available to every farm home at the 
lowest possible cost. Truly, they intend to serve, ultimately, 
the 3,000,000 farm homes which are still without electricity.” 
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Oncanreap 1913 


To Build the Needed New ond Guard the Valid Old Non-Partisan 


National Popular Government League 


Puons, Suroo 2162 


PRESIDENT EMERITUS 

Roszat J.. Owzn, Washington, 

Former U. S. Senator, Oklahoma 

PRESIDENT 

J. H. McGnt, Valparaiso, Ind., 

Manufacturer 

EXECUTIVE COMMITTEE 

Epwanp Kzatinc, Chairman, 

Managing Editor, “Labor” 

Washingion, D.C. 
Homen T. Bonz, 

U. S. Senator, Washington 
Lister Hi, 

U.S. Senator, Alabama 
Rossat M, LaFouvetrs, 

U.S. Senator, Wisconsin 
Gronce W. Nonars, 

U. S. Senator, Nebraska 
Girroap Pincnot, Washington, 

Former Governor, Pennsyloania 
J. H. Ratston, Palo Alto, Cal., 


23 COLUMBIA AVENUE, TAKOMA PARK 
WASHINGTON, D. Cc 


Jane 18, 1942, 


Mr. Wilhall Sullivan, Superintendent, 
Tri-County Electric Cooperative, 
lafayette, Tennessee, 


Dear Mr. Sullivan:=- 


Under other cover I am sending you copy of 
Bulletin No, 202, recently issued, which contains sone 
information germane to the rural electrification situa~ 
tion which I think will interest: you. 


Permit me to congratulate you upon the organi- 
zation of the National Rural Electric Cooperative Asso~ 
ciation tc defend the cooperatives, I have been on the 
firing line for public power since 1909, I wrote my first 
articles on rural electrification in 1922, after an in- 
vestigation trip to Ontario. I have been intimately aseo~ 
ciated with REA from the beginning and am, as you possibly 


Bsc: ig may know, Consultant to the Administrator. If this experi- 
Unieersity of Wisceasin ence has taught me anything, it means that your new organi~ 
- under Rr. Rav. Joun A. Rrax, D. D. cation is vitally needed and we have got plenty of battling 
1 “pen: Industrial Ethics, Catholic Unis. ahead to hold our own and advance the cause. 
Pe Jsany Voonzis, 

nm and Congressman, California I am sure you are aware that the fight for Federe 
tion to ginecror al Flood Control Power Dams, Municipal Power, Rural Blec- 
eee Jovson Kino, Washington, trification through Cooperatives and stricter regulation of 
uis.) Freie and Leceser the power trust is all one big fight. 


onse of 
or that 
\pensa- 


SECRETARY-TREASURER 
Mas. Bextaa Kino, Washington, 
Editor, Legislative Research 
CONSULTING COMMITTEE 
Lawnencs G. Baooxs, Boston, 
Attorney 


G. H. Duncan, E. Jaffrey, N. H., 
Member State Legislature 

Wu. T. Evjuz, Madison, Wis., 
Editor, Capital Times 

Heawan P. Korrremann, 
Congressman, Connecticut 

Wattzn M. Preacs, 
Congressman, Oregon 

Mas. Louts F. Post, Washingtor, 
Former Man’g. Editor “The Public” 

Can S. Vrooman, Bloomington, Ill. 
Former Asst.-Sec of Agriculture 


With best hopes for the future, I an, 


Yours very sini ly, 


Director, 





4. That only a year ago Mr. King King Attacks Co-op Insurance 


was an applicant for the position of Companies 
executive manager of this National ai 
Association which he today so severe- L geremrsniae as Mr. King also attacked 


ly abhors. We have reproduced here a the insurance companies, organized 
letter he wrote to a member of the Na- hy the codperatives, it must be stated 
— board. He sent identical letters that they, like NRECA, are owned and 
o all other members. Only thirteen : . 

months have passed since Mr. King controlled absolutely by the codper- 
wrote the letter reproduced above. atives. No board member of the as- 
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sociation or of the companies could 
ever profit one penny from either. 

‘) he codperatives have been forced to 
yay out to date more than $15,000,000 
tor insurance and the figures indicate 
that had they carried their own insur- 
ance, as do many such groups today, 
they could have saved $8,000,000. 
They never have been able to obtain 
line insurance although it was clearly 
intended by the Congress that they 
should do so. Not only are all the rates 
quoted to them excessively high but 
the insurance companies charge the 
co-ops 50 per cent more for workmen’s 
compensation insurance than they do 
the private utilities operating across 
the road. It is interesting that most of 
the big insurance companies have large 
utility investments. 

Mr. King quoted a number of “ques- 
tions and answers” which he said “‘the 
executive manager, Clyde Ellis, was 
preparing to send out” and “this shows 
that the enterprising promoters were 
then planning, not only to insure the 
co-ops, per se, but to vend all sorts of 
insurance to individual members and 
their immediate families.” This is 
positively not true. Neither the 
NRECA board nor its executive man- 
ager ever saw them before. We have 
since learned that they were prepared 
and handed to Mr. Slattery by his own 
Max Drefkoff, head of REA insurance 
section. 

We know the association never had 
any such thought. 

Said Mr. King, “On January 6, 
1943, two companies . . . were incorpo- 
rated in Maryland by two directors and 
the two counsel of the association act- 
ing as individuals.” This is a half truth. 
Only individuals could legally become 
the incorporators and it was provided 
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that the companies be immediately 
transferred to the cooperatives. 


ONTINUED Mr. King, “On March 
25th, in St. Louis, Executive 
Manager Ellis and others came, laid 
upon his (Slattery’s) desk a prepared 
letter for his signature, endorsing the 
mutuals, to be mimeographed and sent 
to all cooperatives, together with a 
copy of the pamphlet above described,” 
There is not a word of truth in this 
statement. Executive Manager Ellis 
never saw any such letter. 
On insurance, the codperatives’ ob- 
jectives were: 


1. Dividends to co-op members 
through reduced costs. 

2. To provide a safety program to 
reduce loss of life and limb, (The co- 
ops are paying for a safety program 
without getting it, because their in- 
surance is scattered among 400 com- 
panies, and no one company carries 
enough to justify furnishing the 
needed safety engineers. ) 

3. To provide line insurance, at their 
election. 


Not a dime of Federal money was 
to be used, directly or indirectly. 

Mr. King stated that Robert H. 
Shields, solicitor, Department of Agri- 
culture, had issued an_interdepart- 
mental opinion to the Secretary of 
Agriculture sustaining the power trust 
view that the codperatives have no 
right to set up their own mutual in- 
surance program without the approval 
of the REA Administrator. This was 
the first we knew of it. We were not 
able to learn more until it appeared five 
days later—of all places—in the Elec- 
trical World. It has still not been off 
cially released. 

The codperatives may be forced to 
abandon the insurance companies 
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which they have organized, but they 
will not abandon their efforts to relieve 
themselves of excessive insurance 
costs. Through pooling or otherwise 
they are determined to find the answer. 

Mr. King made the positive state- 
ment that “many thousands of dollars 
have already been received” from the 
co-ops to finance the insurance com- 
panies. This is untrue; for not a dime 
has been received. What is more amaz- 
ing is that Electrical World, in its July 
3rd issue, carried an article entitled 
“REA Co-ops May Reclaim NRECA 
Insurance Funds” which “they have 
advanced for the financing of the two 
insurance companies.”’ Mr. King is the 
only person who has ever made any 
claim of such advances. We wonder 
where Electrical World got its infor- 


power movement, 


mation about these large advances. 


“On April 23rd,” said Mr. King, 
“ ,. President Tate called Mr. Slattery 
... and threatened to drive him out of 
public life.” This is too ridiculous to 
merit a reply. But the members of the 
National board and I heard that con- 
versation. Mr. Tate made no such 
threat, nor did he say an unkind word 
to the administrator. 

It is to the advantage of the power 
trust to have those within the public 
who have their 
grievances, agitate themselves into a 
state of revolt. 

These being the facts, we prefer to 
leave the reader free to form his own 
conclusions as to the motives behind 
the attack on the National Rural Elec- 
tric Codperative Association. 








Forgotten Heroes 


A record of persons who have distinguished themselves by ingenious use of telephone booths. 





NAME PLACE 


Horace E. Lindsay, Jr. 
(Age 7) 


Department Store 
Savannah, Ga. 


Lucinda Ann Patterson 


Sam Luchino 
Chicago, Ill. 


Delicatessen Store 


Will H. Murdock 
Seattle, Wash. 
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Woppinger Falls, N. Y. 


Merchandise Mart 


EVENT 


Successfully defended for one hour a 
besieged position in a booth he claimed 
was a “pill box.” 

Held a 2-hour conversation with a 
“boy friend” with whom she had an 
engagement that same night. 
Rehearsed operatic arias to his singing 
teacher while the latter was quaran- 
tined with measles. 

Was charged with using booth light 
socket for operating an electric razor 
with which he shaved himself. 
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Utility Regulation Began 
In the Bay State 


Long and honorable career, 1885-1919, of the old 

Massachusetts Gas and Electric Light Commission, 

the first of the state commissions regulating gas and 
electric companies. 


By EARL H. BARBER 


' ) ] 178 the prospect that the blight 
cast over the regulation of pub- 
lic utilities for the last forty 
years by the Supreme Court’s “rule of 
law” may be lifted, and with so many 
commissions, both state and Federal, 
which have had their entire lives shaped 
by that rule, there are some timely les- 
sons in the history of the old Massa- 
chusetts commission — a commission 
which not only kept the Supreme Court 
strictly out of its affairs, but achieved 
an outstanding place in the field of 
regulation. 

The gas and electric light com- 
mission of Massachusetts was estab- 
lished in 1885, a few years before the 
Supreme Court reversed itself by de- 
claring that the reasonableness of a 
rate was a judicial question, and more 
than ten years before the court fore- 
shadowed its “rule” by Smyth v. Ames. 

By the time the rule began to evolve 
from the dicta of this case the commis- 
sion had the experience of a quarter of 
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a century behind it. Farsightedly and 
boldly it opposed the extension of the 
rule to Massachusetts: Successfully, 
for none of the commission’s decisions 
(or those of its successor, the depart- 
ment of public utilities) have ever 
reached the Supreme Court, although 
large surpluses invested in plant would 
have made ripe objects for the appli- 
cation of the “fair value” rule. 

When regulation came into popu- 
lar favor some thirty years ago the 
soundness of the Massachusetts com- 
panies and the established position of 
the commission prompted various pub- 
licists to account for the success that 
had been achieved, and to ascribe it to 
some policy or regulatory rule. But 
there was little agreement among the 
causes ascribed to the commission’s 
success, and perhaps less agreement 
with the facts. Not surprisingly, be- 
cause part of the accomplishment cred- 
ited to the commission was the direct 
result of the public utility law rather 
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than regulation, and the rest was the 
result of nothing but the application 
of such intangible qualities as ability 
and a single devotion to the public 
service. 

A review of the early days of regu- 
lation in Massachusetts indicates that 
the period of the commission’s fortu- 
itous success lasted about twenty years, 
roughly from 1885-1906, and that its 
most constructive work was done in 


the ten years 1906-1916, 


Preliminary Legislation 


B iben establishment of the commis- 
sion in 1885 did not mark a 
change either in legislative policy or 
practice. It was only a minor and in- 
cidental delegation of legislative power 
even if it did lay a sound foundation 
for what later developed into a regu- 
latory commission. 

In 1885 the electric industry was in 
its infancy ; but gas companies had been 
in operation for over half a century, 
the law relating to them was already 
taking form, and it was evident that 
there was a growing consciousness 
that they were invested with a public 
interest beyond that of ordinary busi- 
ness. 

The first gas company in the state 
had been chartered in 1823. By 1855 
there were over fifty, all established by 
special act. In that year a general act 
was passed authorizing ten or more 
persons to form a gas company on 
compliance with certain conditions. 

Monopoly was not _ specifically 
granted. (Competition had been neg- 
ligible, and so continued for years to 
come.) As in the case of other corpo- 
rations the legislature was careful to 
grant no rights which were not subject 
to repeal or modification. Sworn re- 


turns were required to be made to the 
state each year giving the major facts 
of organization and financial condition. 
A FEW years later, in 1861, an act 
was passed which contained the 

first hint of regulation. It established 
standards of measurement and illumi- 
nating value, and created the office of 
“inspector of gas meters and illumi- 
nating gas” with duties of testing and 
sealing all meters, retesting them on 
complaint, and advising local authori- 
ties of compliance with legal standards. 
In 1886 stock dividends were pro- 
hibited. In 1870 initial issues of stock 
were required to be paid for in cash. 
In 1873 all subsequent issues were re- 
quired to be sold at public auction, at 
not less than par, and issues were 
limited to the amount required to 
secure the necessary funds. (As yet 


there was no limitation on bonds ex- 
cept the general business law provision 


which made officers personally liable 
if a company’s debt exceeded its capi- 
tal.) 

Under these provisions 61 gas 
companies were in operation when 
the gas commission was established 
in 1885. Their consolidated balance 
sheet gave assets of $14,500,000 
against capital stock of $11,500,000, 
other liabilities of $500,000, and a sur- 
plus of $2,500,000. The average rate 
had declined to $1.72 from the $4 of 
the early days. 

In the face of this exemplary show- 
ing it is evident that there was nothing 
in the general condition of the gas in- 
dustry at this time which would give 
rise to a demand for regulation, but in 


1 There had been a bit of stock watering 
prior to 1868, but the growing tendency to in- 
vest surplus earnings in plant had reduced in- 
flation to negligible proportions. 
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the local area of greater Boston there 
was a situation which may have turned 
thoughts to the advisability of control 
over rates. 


ust before 1875 a number of sub- 
urbs had been merged with Bos- 
ton. The enlarged city was supplied by 
eight gas companies, each with a dis- 
trict defined either by charter or mu- 
tual agreement, and each with its own 
rate which might differ widely from 
that of its neighbor. In the next dec- 
ade the areas between the merged 
communities became settled, with the 
result that a continuous city was di- 
vided into sharply contrasting rate 
areas without any particularly apparent 
reason. 

But the immediate occasion for the 
establishment of the commission was 
another aspect of the Boston gas situ- 
ation. 

“Frenzied finance” came up from 
New York to see what could be done 
with the conservative gas industry of 
Massachusetts. 

In 1885 J. Edward Addicks organ- 
ized the Bay State Gas Company, and 
secured permission from the city of 
Boston to lay paralleling mains to sup- 
ply the newly developed water gas in 
competition with the old coal gas com- 
pany which had been in operation for 
over sixty years. After a few years of 
riotous competition the Bay State 
Company secured control of the old 
Boston and two suburban companies, 


shut down their coal gas plants, and 
pledged the stock of all four companies 
with a holding company for a $10,000- 
000 issue of its bonds. 

From the outset of this performance 
it was evident that the pastoral days of 
the gas business in Massachusetts were 
at an end. No company would be safe 
unless competition could be controlled 
—at least to the extent required by the 
public interest. 

Therefore the gas industry drew up 
an act to vest control over competition 
in a permanent commission. As origi- 
nally drafted the act had no other pur- 
pose, but in order to secure a limited 
protection against competition the in- 
dustry conceded a limited control over 
rates. 


HE act of 1885 which established 
the gas commission was an affair 
of only two pages, deceptively simple 
in appearance, but shrewdly designed 
to exert a silent pressure on rates. 
Two of its sixteen sections dealt with 
competition. If a company was in op- 
eration anywhere within the limits of 
a municipality? no other company 
might enter without the permission of 
the municipality, granted after notice 
and public hearing. On appeal by the 
established company the commission 
might veto the municipality’s grant. 
The rate section was equally potent. 
The commission had jurisdiction only 


2A geographical subdivision corresponding 
to the western township. 


e 


was established in 1885, a few years before the Supreme 


q “THE gas and electric light commission of Massachusetts 


Court reversed itself by declaring that the reasonableness 
of arate was a judicial question and more than ten years be- 
fore the court foreshadowed its ‘rule’ by Smith v. Ames.” 
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cn petition by a municipality or twenty 
consumers, but on such petition, after 
notice and public hearing, it might 
order any reduction of rates or im- 
provement of service it deemed advis- 
able, subject only to the requirement 
that an account of the proceedings be 
included in the annual report to the 
legislature.® 

Eleven other sections were con- 
cerned with the appointment of three 
commissioners and a clerk, with an an- 
nual budget of $10,000; and a pre- 
scription of duties which consisted 
principally of keeping informed as to 
compliance with law, and requiring 
companies to make annual returns in 
such form as might be prescribed. 

The remaining two sections provided 
for the enforcement of all lawful orders 
of the commission. 


First Period 1885-1906 


[' the legislature realized how sound- 
ly it had laid the foundation for a 
regulatory commission it showed no 
disposition for almost a decade to de- 
part from its long-established policy 
of regulating by means of general law, 
although from time to time the powers 
of the commission were slightly en- 
larged. 

In 1886, the year after the commis- 
sion was established, the legislature 
dealt with bond issues, moved by the 
spectacular financing of the Bay State 
Company. Gas companies were pro- 
hibited from issuing bonds at less than 
par, or to an amount in excess of capi- 
tal actually paid in and applicable to au- 
thorized purposes ; and the proceeds of 
bond issues were required to be ap- 
plied only to specified purposes which 


3 This rate section remained in force without 
essential change for about forty years. 


were, essentially, the development of 
the company’s property. In the same 
year the commission was given author- 
ity to order gas to be supplied to any- 
one within a municipality in which a 
company was operating, under terms 
and conditions that were legal and rea- 
sonable. 

In 1887, when the electric industry 
was only a few years old, the 48 
electric companies which were doing 
business as ordinary manufacturing 
corporations were placed under the 
jurisdiction of the commission. Three 
years later the statute governing 
bonds was made applicable to electric 
companies, but still without involving 
the commission in either stock or bond 
issues. 


ie 1891 municipalities were author- 
ized to engage in the gas and elec- 
tric business under provisions which 
charted broadly the course of their op- 
erations. They were required to keep 
accounts and make annual returns in 
the manner prescribed by the commis- 
sion, but it was given no authority over 
their rates or over their operations be- 
yond seeing that they kept within the 
municipal plant law. (Competition was 
again restrained by requiring that any 
municipality voting to operate its own 
plant must purchase any private plant 
within its limits at a price to be de- 
termined by the court if the owners 
wished to sell, as they always did.) 

It was not until 1894 that the com- 
mission was brought into participation 
in a routine of management. The “anti- 
stock watering” legislation of that year 
limited issues of stock and bonds to 
such amount as the commission deemed 
necessary for the purpose for which 
they were authorized, and allowed 
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Success of Massachusetts Companies before Regulation 


& a regulations came into popular favor some thirty years ago 

the soundness of the Massachusetts companies and the estab- 
lished position of the commission prompted various publicists to account 
for the success that had been achieved, and to ascribe it to some policy or 
regulatory rule. But there was little agreement among the causes ascribed 
to the commission’s success, and perhaps less agreement with the facts.” 





stockholders to take their proportion- 
ate share of new issues at a market 
value, but not less than par, determined 
by the commission. The old auction 
law was left to apply to any stock that 
remained unsubscribed—usually none. 

By the same statute the commission 
was given power, in any stock or bond 
application, to require that a discrep- 
ancy between the outstanding capital 
and the “fair structural value’’ of the 
plant be made good either from earn- 
ings or by a reduction of the outstand- 
ing capital. 


WwW this legislation the commis- 
sion emerged, before the turn of 
the century, a rounded regulatory 
agency endowed with extraordinary 
powers. 

Capital issues made up the bulk of 
its business for the next twelve years. 
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Electric companies were developing 
rapidly ; gas companies were strength- 
ening their position under the stimulus 
of competition for the lighting busi- 
ness. From the date of the establish- 
ment of the commission to 1894 com- 
panies had increased their capital by 
only $1,500,000 under the stock-at- 
auction law. From 1894 to 1906 their 
capital was increased by $37,000,000 
under commission authorizations. 

This successful capital expansion is 
sometimes held to be evidence of ac- 
complishment by the commission. That 
the financing was successful—phenom- 
enally successful for the period—is be- 
yond question. 

Of the total of $37,000,000 only $5,- 
000,000 or 14 per cent was realized 
from bonds, which were sold at par. 
The rest, or 86 per cent, came from 
common stock. 
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Of the $32,000,000 received from stances, probably aided by the pressure 
the sale of common stock, $3,000,000 of the impending rate statute, were at 
represented issues of new companies work. 
sold at par, leaving $29,000,000 real- Moreover there is ample evidence 
ized from shares of established com- scattered through this 20-year period 
panies. The par value of these shares that the commission’s relations with 
was $20,000,000; the other $9,000,- the companies were intimate, but with 
000 was paid by subscribers as_ the public both secretive and reserved.* 
premiums set by the commission. 

ee arene was no doubt in 
B” there is little to justify the the public mind at the time about 
claim that financial standing which the standing of the commission. It was 
commanded a premium of nearly 50 so low that a group of public-spirited 
per cent was attributable to the commis- men banded together in a Public Fran- 
sion, rather than to the provisions of chise League to safeguard the public 
the public utility law and to the good interest. By an interesting coincidence 
sense of the companies themselves—to the occasion for the formation of the 
a conservativeness which led them to league was a further development of 
keep dividend charges below earnings, the Boston gas situation which had led 
to keep liabilities below assets, to tothe creation of the commission about 
finance plant extension to a consider- twenty years before. 
able extent from surplus earnings. The operator who had raided the old 
In only a bare half-dozen cases out Boston Company in 1885 incurred the 
loping § of more than 200 were applications for enmity of New York financial interests 
ength- MM securities denied; and an examination who in turn raided his Bay State Com- 
mulus of some that were granted shows that pany, avoiding the competition statute 
busi: fH issues were authorized against capital by buying a small suburban company 
ablish- ## accounts which had been padded, even which happened to have an old charter 
| com- by such obvious subterfuges as “‘con- right to do business in Boston. Again 
tal by (struction companies,” by from 50 to paralleling mains were laid, a new gas 
yck-at- #300 per cent. plant was built, and in three years the 
) their = Nor is there evidence in other fields Bay State was buying gas from the new 
)0,000 #% that warrants claims made for the com- company. 
S. mission of this period. From 1886 to Then in 1896 a “pipe-line” company 
ion is #1906 it acted on about 40 appeals in- secured a special charter to sell in bulk 
of ac- Mvolving competition ; it ordered 36 re- gas which it obtained from a coke oven 
. That Mductions in the price of gas. The aver- plant built and owned by an unincor- 
enom- age price declined from $1.72 in 1886 porated association. This association 
-is be- HH to 90 cents in 1906: at the rate of 5 
ents a year for the first decade and a ,.Usiguely uipped, with annual, rent 
ly $5, little under 2 cents in the second. But commission kept these reports from the pub- 
alized in contrast with the 36 reductions lic on the ground that they were not public 
ise documents, but confidential data for its own 
t par. Mordered by the commission there were guidance. 
fon J arly 300 voluntary reductions by the, * The league was made up of such names as 
mpanies themselves. Clearly circum- man named Eastman as secretary. 
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acquired the pipe line and the latest 
raider’s properties, floated a $14,000,- 
000 bond issue, and went into receiver- 
ship. 

Out of the receivership in 1902 came 
a new holding company which acquired 
the coke oven plant, the pipe line, the 
latest raider’s properties, and the hold- 
ings of the Bay State Company (which 
had fail io earn interest on its hold- 
ing company’s $10,000,000 bond is- 
sue), and financed its acquisitions with 
certificates of preferred and common 
shares to the par value amount of 


$50,000,000. 
IX the midst of this holding company 
riot an attempt was made to bring 
about a consolidation of all gas proper- 
ties in Boston, and in 1902 a consolida- 
tion act was passed. It authorized the 
merger of all but the coke oven plant, 
and authorized a stock issue of a par 
value amount equivalent to the aggre- 
gate value (to be determined by the 
commission) of the properties to be 
merged. 

As the commission had at the time a 
budget of only $17,000 it was obliged 
to get outside help to shape up this 
extra work. It chose a Massachusetts 
manager of demonstrated ability, but 
by an unfortunate accident the man 
fell victim to the then novel “valua- 
tion” procedure which was later to be- 
come so endemic as to pass for regula- 
tion itself. 


When the league saw the meticulous 
listing of all the cluttered minutiae of 
a quarter century of hilarious competi- 
tion being worked up for a subservient 
commission, and thought of that $50, 
000,000 certificate issue, it has? the con- 
solidation act amended to. authorize 
stock to the par value amount of $15. 
000,000 and no more. (Tie commis. 
sion found a value of $24,000,000. ) 

With an eye to a future rate base the 
holding company which controlled the 
stocks of the companies to be merged, 
and was to hold the stock of the con- 
solidated company, subscribed the new 
issue at 160 per cent so that it would 
stand on the books at $15,000,000 par 
and $9,000,000 premium, or a total of 


$24,000,000. 
A this the league countered by mov- 
ing to take the Boston rate out of 
the hands of the commission, and in 
1906 had an act passed subjecting the 
rate of the consolidated company to an 
“automatic and interdependent adjust- 
ment of price of gas and rate of divi- 
dends known as the London sliding 
scale,” ® 
At the same time that the league was 
having this essay at “automatic” regu- 
lation it was moving to reform the 
commission. Its scheme was to secure 


6 Base dividend 7 per cent, base rate 90 cents: 
1 per cent increase in dividend for each 5-cent 
reduction in rate. This contrivance lost its 
“automatic adjustment” in a few years and 
thereafter became an increasing nuisance until 
it was eventually repealed. 


e 


“THE establishment of the [Massachusetts Gas and Electric 
Light] commission in 1885 did not mark a change either in 
legislative policy or practice. It was only a minor and in- 


cidental delegation of legislative power even if it did lay a 
sound foundation for what later developed into a regulatory 


commission.” 
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the appointment of a man of ability and 
character, give him a year to learn the 
ropes, and then abolish the 3-man com- 
mission, leaving him in its stead. 

The right man was found and ap- 
pointed in 1906. He was neither a 
lame duck, politician, or even “one of 
the faithful.” The limit of his public of- 
fice had been mayor of a city that had 
so little politics that sometimes there 
was no opposition candidate. But he 
had shown ability to handle large or 
difficult matters in a quiet and compel- 
ling way. 

With his appointment the first 
period of the old “gas commission” 
came to an end, having demonstrated 
that neither a soundly conceived 
scheme of regulation, nor favorable 
circumstances, nor undisturbed tenure 
of office can be expected of themselves 
to make regulation effective. 


Second Period 1906-1916 


[ was characteristic of the new mem- 
ber that instead of qualifying at 
once for the payroll he went abroad for 
a summer to think over his new under- 
taking. He returned with several con- 
clusions. 

It would not be advisable to change 
the form of the commission. For years 
there had been a companies’ member, 
a public’s member, and a middle ground 
member regarded by the companies as 
“safe.” It was the companies’ member 
that had been replaced. Therefore the 
new member would hold the balance of 
power between the “safe” chairman 
and the “radical” representative of the 
public. 

Moreover the other two had been on 
the commission for fifteen and twenty 
years. One was a good lawyer and ac- 
countant; the other was an old West 


Point engineer who had made the 
technology of the gas business his field. 
Both had grown up with the manage- 
ments they were to supervise, and had 
a wealth of knowledge it would be a 
mistake to lose. Furthermore, a single 
head is too easily gotten rid of by some 
indirection. 

There was an excellent public utility 
law, and the commission had almost 
unlimited power over capital, deprecia- 
tion, competition, and rates. That it did 
not have the initiative was of no conse- 
quence; if a petition was wanted it 
could easily be inspired. And the ab- 
sence of routine freed the commission 
from the burden of inconsequential de- 
tail. 

If the staff was only a clerk and a 
couple of stenographers, that might be 
an advantage. The commissioners 
would have to get their information 
themselves instead of relying on such 
evidence as might be brought in by 
contesting parties, or by successive lay- 
ers of subordinates with more or less 
knowledge of what it was all about. 
(Valuations or original cost proceed- 
ings were made unnecessary by the ex- 
emplary form of annual report, de- 
veloped year by year, which gave finan- 
cial and plant detail from the time the 
first dynamo was belted to its shaft.) 


| espe the Massachusetts scheme 
of regulation was essentially indi- 
rect. It left the commission in a super- 
visory position and placed responsibil- 
ity squarely on management. The new 
member resolved to keep it so: to main- 
tain the silent pressure on rates, to deal 
with individual problems as they arose ; 
confident that if the commissioners 
found out for themselves what was go- 
ing on they would find plenty to do 
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Gas Industry in Massachusetts 


4 - 1885 the electric industry was in its infancy, but gas companies 

had been in operation for over half a century, the law relating to 

them was already taking form, and it was evident that there was a grow- 

ing consciousness that they were invested with a public interest beyond 

that of ordinary business. The first gas company in the state had been 

chartered in 1823. By 1855 there were over fifty, all established by 
special act.” 





without theorizing about regulation. 

Consequently the reform of the com- 
mission was accomplished without a 
ripple for the public eye. 

Two years later the commission was 
confronted with one of the early elec- 
tric rate cases, brought by the Public 
Franchise League against the Boston 
Edison Company, by then a consider- 
able $10,000,000 corporation. The 
commission reduced the domestic rate 
from 15 cents to 12 cents, ordered a 
schedule of open rates substituted for 
the then common practice of making in- 
dividual contracts with large power 
consumers, and prohibited the like- 
wise common practice of granting 
special discounts to municipal buildings 
where block plants could compete with 
established rates. 

The 30-page decision in this case— 
the first of the commission’s decisions 
to be printed for public distribution— 
contained such a fair and able discus- 
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sion of problems, and took such an un- 
compromising stand against unethical 
expedients, that it established the com- 
mission in public confidence. A few 
years later the league retired from the 
field and thereafter no champion of the 
public’s cause was needed beyond the 
commission itself. 


i the commission had been disposed 
to take its work perfunctorily it 
would have been shorn of a large part 
of its indirect control over rates by a 
decision of the state supreme court in 
1913. 

A gas company had incurred a debt 
of $200,000 in rebuilding its plant, and 
had also acquired a cash surplus in ex- 
cess of this amount. Instead of retir- 
ing the debt with its surplus it dissi- 
pated the cash in extra dividends aggre- 
gating 35 per cent and with empty till 
applied for a stock issue to retire the 
debt. The commission dismissed the 
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application, leaving the company to se- 
cure the money from the earnings of 
subsequent years. 

The “safe” member of the commis- 
sion was timid about resting the deci- 
sion on a discretionary finding that the 
stock issue had not been “reasonably 
necessary,” and wanted to take refuge 
in the claim that the extra dividend was 
in effect a stock dividend. He was al- 
lowed to have his way; the company 
appealed on a question of law; and the 
state supreme court made short work 
of the stock dividend argument. “It 
certainly is not in form such an issue. 
Nor is it in effect.” 

But unfortunately the brevity of the 
court was confined to the question at 
issue. In its dicta it dealt widely with 
the subject of regulation, ab ovo, and 
reached some remarkable conclusions. 
The commission was a “quasi judicial 
body” bound to “considerations logical 
to the issue.” Whether or not the com- 
pany could have paid for its plant out 
of cash surplus was “entirely imma- 
terial” provided it had lawfully got rid 
of the money prior to the stock appli- 
cation. Moreover the large surpluses 
which Massachusetts companies had 
built up (encouraged by the commis- 
sion in the belief that low capitaliza- 
tion would stabilize both dividends and 
rates) belonged exclusively to the 
stockholders and were something on 
which consumers could have no pos- 
sible claim. 


T= sophomoric exposition of 
regulation left the commission un- 
moved. The legislature promptly took 
care of the “quasi judicial” and “con- 
siderations logical to the issue” part 
of the court’s dicta by authorizing the 
commission to “take into consideration 


any resources of the company avail- 
able, or which might have been avail- 
able.” And when companies quoted the 
dictum that surplus belonged to the 
stockholders, the commission replied 
with a smile, “Let’s see them get it !’”— 
something they never succeeded in do- 
ing during the life of the old commis- 
sion. 

Shortly after this venture in timidi- 
ty there was a heavy attack on the com- 
mission’s authority over rates. 

A gas company which had built up 
a large surplus, and at the same time 
achieved a low rate, was ordered to 
make a reduction which would have 
gone below the prevailing level. It was 
an ideal case to appeal to the fair-re- 
turn-on-fair-value formula, and the 
company was controlled by a powerful 
chain which had been planning for 
years to transfer regulation from state 
commissions to the Supreme Court. 
There was no doubt that the Massa- 
chusetts scheme of regulation would 
stand or fall by the outcome of the case. 

This time there was no hesitation or 
half measures. Instead of engaging in 
the customary game of quasi judicial 
procedure at the public’s expense, the 
commission set out to teach companies 
what happened when they kicked over 
the traces. Instead of resting on “fair” 
valuations produced by subordinate 
routine it undertook to demonstrate the 
absurdity of the claim that “fair value” 
was anything approaching a fact. 


HANKS to its standing it could se- 

cure experts as able as the com- 
pany could get. It rounded up engi- 
neers, experts, and builders who could 
qualify without question, who could 
cut the company’s valuation to half or 
a third, and who could declare that ac- 
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tual costs (obtained under a cost plus 
percentage contract) were “absolutely 
absurd.” 

It went further. Instead of conced- 
ing good management it attacked the 
management of a chain which prided 
itself on being an exemplar, and in- 
troduced unshakable opinion that the 
entire amount of the ordered reduction 
could be saved by reductions in man- 
agement expense. 

The attorney general handled the 
case in a crusading spirit, and the legis- 
lature responded with unlimited finan- 
cial support. After about a year of un- 
expected counter attack the chain gave 
thought to its reputation and sought to 
compromise. 

But the Massachusetts commission 
would have none of it: The company 
had taken the appeal, it could drop it 
at any time, and until it did drop it the 
fight would go on. As the old West 
Point member declared: “We will set- 
tle this issue the way secession was 
settled at Appomattox. Not by a tem- 
porary compromise in the field of law, 
but permanently, by force of arms!” 


HE company withdrew its appeal, 
unqualifiedly, without compro- 
mise or secret agreement, and the com- 
mission won on its first line of defense. 
So the Supreme Court never got the 
problem presented by the huge Massa- 


chusetts surpluses, or the question the 
commission was determined to try toa 
conclusion: 


Whether the policy so long pursued in this 
state .. . operates to confiscate a company’s 
property because, forsooth, the return 50 
measured may not be equivalent to a return 
of an arbitrary 6 per cent ona figure obtained 
by this theory of reproduction cost. 

In view of the frequent assertion 
that the Massachusetts theory of regu- 
lation is “a fair return on prudent in- 
vestment”—a phrase which if ever put 
into actual practice would lead to confu- 
sion far beyond anything caused by 
the Supreme Court’s rule of law—it is 
of interest to read the statement of the 
commission which won the independ- 
ence that that state has enjoyed ever 
since: 

We contend that the amount on which a 
fair return should be allowed is the au- 
thorizable capital stock, in view of the 
Massachusetts legislation under which this 
company has acquired its charter and exer- 
cised it for over sixty years. 

Although this was probably intend- 
ed to raise more questions than it an- 
swered, it at least indicates that regula- 
tion was not looked upon as any rule 
of thumb. 

Viewed by itself this case was ex- 
travagantly expensive, but time showed 
that the cost was more than justified 
by the savings it brought. It not only 
freed the commission from the expense 
of future appeals, but from the expense 


e 


with Boston. The enlarged city was supplied by eight gas 


q “Just before 1875 a number of suburbs had been merged 


companies, each with a district defined either by charter or 


mutual agreement, and each with its own rate which might 
differ widely from that of its neighbor. In the next decade 
the areas between the merged communities became settled, 
with the result that a continuous city was divided into sharp- 
ly contrasting rate areas without apparent reason.” 
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of valuations in its own proceedings 
which would have been required if ap- 
peals had to be considered. 


[’ did more. By demonstrating that 
it did not pay to fight the commis- 
sion it led almost in a stride to the idea, 
soon to become axiomatic, that hav- 
ing trouble with the commission was 
prima facie evidence of defective man- 
agement. And when this idea became 
established it relieved the commission 
of all the legalistic procedurism which 
accompanies regulation where hostility 
between commission and utilities is a 
matter of course. In Massachusetts 
the matter of course, so puzzling to vis- 
itors from other states, was the tacit 
acceptance of suggestions and recom- 
mendations of the commission.” 

With freedom from outside inter- 
ference assured, the commission rid it- 
self of the internal nuisance of the 
“public utility expert”—the cause and 
burden of so many rate cases—by the 
simple expedient of telling municipal 
authorities that the commission had 
facilities for securing information 
which no individual, however expert, 
could possess. 

The legislature and the commission 
worked hand in hand. At this period 
it was the legislature’s claim that no 
requested legislation had been refused. 

As might be expected, rate cases con- 
tinued to be rare, but the price of gas 
declined from the 1906 average of 99 
cents to a prewar average of 86 cents, 
with a low of 75 cents voluntarily set 
by two companies. The silent pressure 
of the commission’s latent power had 
its effect. 


If some particularly strong company 
7Even the rare rate decisions of the com- 


mission were issued, gently, as recommenda- 
tions, 


was besought by other companies, in 
and out of the state, not to break 
through the established level and set a 
low rate which would serve as an ex- 
ample, the commission waited. Issuing 
stock in Massachusetts was a privilege, 
not a right, and when stockholders of 
that company wanted to get out a new 
issue to augment their 43 per cent re- 
turn by a per cent or so through the 
sale of rights, the commission inti- 
mated that it would approve the ap- 
plication if the price were reduced first. 
Otherwise plant extensions could be 
financed entirely from earnings—a 
most unscientific maneuver, quite in- 
consistent with “sound accounting 
principles” ! 


A always in reserve was the old 
competition statute. Every utility 
knew it had no permanent rights ; every 
utility knew what its future would be 
if the commission was ever moved to 
“encourage the entrance of a compet- 
ing company.” 

As problems developed and multi- 
plied it became apparent that the com- 
mission had ways of its own to change. 
It had relied too long on the members’ 
ability to keep abreast of a rapidly de- 
veloping technology; had delayed ac- 
quiring unbiased and competent tech- 
nical advisors of its own. It tended to 
make gentlemen’s agreements with 
those who were not gentlemen, at least 
in the commercial field. Its attitude 
toward the legislature was so rigidly 
correct, and its special reports and 
recommendations were so profound, 
objective, and dull that that body, with 
the friendliest intentions, often missed 
the point: 

The only ‘simple and lucid ex- 
planations came from the opposition. 
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The Act of 1885 


¢ “- act of 1885 which established the gas commission was an af- 

fair of only two pages, deceptively simple in appearance, but 
shrewdly designed to exert a silent pressure on rates. Two of its sixteen 
sections dealt with competition. If acompany was in operation anywhere 
within the limits of a municipality no other company might enter without 
the permission of the municipality, granted after notice and public hear- 
ing. On appeal by the established company the commission might veto 

the municipality's grant.” 





As for lobbying for measures and ap- 
fropriations, going about making 
speeches, getting out news releases— 
all the essential propaganda of the 
modern governmental agency—some 
things just were not done. 

But only a few years were required 
to demonstrate that in some way some- 
thing had to be done. Gentlemen’s 
agreements became tentative and con- 
ditional. The old juristic method of 
presentation began to give way to a 
comparatively intelligible style. Legis- 
lation was secured to permit the com- 
mission to employ expert assistants, 
without regard to the civil service, 
for such purposes as it desired. 


The End 1916-1919 


HEN, just when the commission 
seemed about to be entering upon 
a period of unprecedented opportunity 
for creative work, it was shuffled out 
of existence by a series of moves as un- 
cbtrusive as the one which had brought 
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about its reform only ten years before. 

After thirty years of service the 
“safe” chairman died in 1914, the 
“new” member of 1906 was made 
chairman, and a prominent politician 
of the party temporarily in power was 
appointed to fill out the old chairman's 
unexpired term. The temporary incum- 
bent knew nothing about regulation, 
and with commendable good sense 
asked only to be told how to vote; but 
even if he was no hindrance the mere 
fact of his appointment raised the sus- 
picion that after a decade of freedom 
from politics the commission had been 
returned to the class of agency that is 
to be used for the payment of political 
debts. 

The suspicion was substantiated 
about a year later when the politician 
was replaced by another from the op- 
posite and, unfortunately, the prevail- 
ing party. This man did take himself 
seriously, with results which would 
have been ludicrous if they had not 
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been tragic for the gas commission. 

There was only a grim humor in the 
fact that he proved a boomerang to the 
less commendable class of utilities 
which had supported his appointment. 
With a man on the commission whose 
discretion and balance nobody could 
trust, but who could not be excluded 
from proceedings, the old working re- 
lationship with both utilities and legis- 
lature was over, and with loss of con- 
fidence came the end of constructive 
work. 


[' was apparent to all that the man 
must be got rid of, but of course 
he could not be repudiated by his party. 
The only politically practicable remedy 
was reorganization. 

A convenient excuse for reorganiza- 
tion had existed for several years. As 
a complement to the gas commission 
the state had a railroad commission 
which had been revamped into a rela- 
tively expensive organization just be- 
fore the growing Federal concern with 
railroads and the prevalent bankruptcy 
of electric railways had left it with lit- 
tle to do. Combining the work of the 
two commissions would give the staff 
of the railroad commission some 
work; combining the two boards of 
commissioners would provide an un- 
cbtrusive method of eliminating em- 
barrassing members. 

Although the reorganization of the 
gas commission was inevitable, there 
was a momentary hope that it might 
continue its work in another guise 
when the governor asked the chairman 
if he would head the consolidated com- 
mission if allowed to carry over his 
staff intact. But the pressure of politi- 
cal claims was too strong for such a 
salutary arrangement, and the next day 


the governor asked to have the previous 
conversation “forgotten.” It was; and 
when the two commissions were finally 
merged into the department of public 
utilities, the chairman of the gas com- 
mission went in temporarily as an as- 
sociate commissioner to introduce the 
work with gas and electric utilities. 


X& commissions go, the board of the 

department of public utilities 
was a strong one, but the ex-chairman 
had fears for the ultimate fate of a 
body shaped by the dictates of politics. 
At least, he knew for a fact that one 
promising chapter in regulation was 
ending as, amid changed surroundings, 
he prepared the final report of the his- 
toric old gas and electric light com- 
mission. At its conclusion he wrote a 
“closing staiement” in the manner of 
the old coinmission. 

In its brief pages thirty-five years of 
technical progress, legislation, and 
regulation pass in sedate review. There 
is no hint of the trials of the last few 
years; no regret for lost opportunities. 
It is only in the last paragraph that 
the long record of the commission, 
beginning in nullity, rising to distinc- 
tion, and brought by the exigencies of 
politics to a trivial end, is made to re- 
volve on the personal factor in words 
perhaps too prophetic to be appreciated 
except in the light of years yet to come. 
“|. . The experience of the commis- 
sion seems to suggest that no system for 
the supervision and regulation of pub- 
lic utilities, however wisely designed 
and consistently maintained, will suc- 
ceed unless administered by a person- 
nel commanding the confidence of all 
concerned and having a tenure of of- 
fice dependent only on proved capac- 
ity.” 
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Wire and Wireless 
Communication 


ore nation’s highest military and 
naval chieftains have accused the 
Federal Communications Commission of 
endangering the war effort by its radio 
intelligence activities. This was revealed 
on July 2nd by the Cox committee in- 
vestigating the FCC as it opened hear- 
ings after five months of inquiry into 
activities of the agency. 

Committee Counsel Eugene L. Garey 
placed in the record a letter to President 
Roosevelt from Secretary of War Henry 
L. Stimson and Secretary of the Navy 
Frank Knox, demanding the discontinu- 
ance by the FCC of “all military and 
quasi military radio intelligence activi- 
ties.” The request seemingly had been 
ignored by the President, since it was 
transmitted last February 8th. 

Also made public was a report by the 
joint chiefs of staff, Admiral William 
D. Leahy and General George C. Mar- 
shall, that “the attempted duplication by 
the FCC of work that is being more ef- 
fectively done by the military has in fact 
endangered the effectiveness and secur- 
ity of military radio intelligence.” 

Admiral Leahy, who bears the title of 
Chief of Staff to the Commander in Chief 
of the Army and Navy (the President), 
went to the extent of preparing an execu- 
tive order stripping the FCC of its mili- 
tary radio intelligence functions. 


Hoge committee’s bombshell fell upon 
a capital dismayed by interadmin- 
istration brawls. But beside this dis- 
closure of feuding between the Army 
and Navy and the agency, headed by 
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Chairman James L. Fly, which rules the 
air waves, the Wallace- Jones controversy 
becomes a back-yard squabble. 

It exploded before a Congress which 
had been deadlocked over the discharge 
of three government employees accused 
of subversive activities, two of whom, 
Goodwin B. Watson and William E. 
Dodd, Jr., are employed in the very radio 
intelligence unit of the FCC under attack 
by the military. Subsequent to the Cox 
committee developments, however, the 
Senate and the House finally passed the 
urgent deficiency appropriation bill with 
a compromise provision by which the 
three employees, including Watson and 
Dodd, will be severed from their govern- 
ment jobs not later than November 15th 
unless President Roosevelt shall formal- 
ly nominate them to continue in office, 
subject to confirmation by the Senate. 

The joint chiefs of staff charged, in 
effect, that the FCC could not be trusted 
with secret military information acquired 
through its radio intelligence activities. 
Moreover, Counsel Garey revealed, evi- 
dence would be presented showing seti- 
ous bungling by the agency in evaluation 
of military information which led to a 
“highly dangerous” incident in military 
operations in Alaskan waters. 

In another instance, the FCC reported 
finding “enemy ships” in the Pacific 
which developed, upon investigation by 
the Navy, to be enemy stations in Japan. 

The agency, Admiral Leahy noted, has 
set up “an elaborate system of its own 
which is engaged in (a) the location of 
enemy units at sea and abroad; (b) the 
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interception of enemy Army, Navy, and 
diplomatic traffic; (c) the location of 
dandestine stations; (d) the giving of 
bearing aids to lost planes ; (e) the main- 
tenance of a “marine watch at distress 
frequencies ; and (f) the monitoring of 
military radio circuits.” 

Because the Army’s present need for 
personnel and equipment in the field of 
radio intelligence is greater than that of 
the Navy, Admiral Leahy recommended 
that all of the FCC’s radio intelligence 
facilities should be transferred to the 
Army entirely. The Army should decide, 
he said, which of the agency’s civilian em- 
ployees would be placed in military 
satus, which replaced by military per- 
sonnel, and which would be best retained 
in the Army as civilian employees. 


HE letter to the President from 

Secretaries Stimson and Knox read 
to Chairman Eugene L. Cox, Democrat 
of Georgia, and members of the commit- 
tee by Counsel Garey, gave these reasons 
for discontinuance of the FCC’s radio in- 
telligence : 

Since radio intelligence develops informa- 
tion as to the movements and dispositions 
of the enemy, it is essential, for reasons of 
coordination and security, that there be full 
military control. 

Military activities have been hampered by 
severe shortages of trained personnel and 
critical equipment essential to radio intelli- 
gence. 

The joint chiefs of staff have made a thor- 
ough and comprehensive study and they, as 
well as the responsible military commanders 
in the field, are of the belief that radio in- 
telligence, the location of clandestine sta- 
tions, the supervision of military communi- 
cations security, and related activities must, 
in their very nature, be under the sole con- 
trol of the military forces. 


Counsel Garey made a lengthy state- 
ment to the committee, outlining the 
widespread accusations which have been 
made against the FCC and concerning 
which evidence is to be presented. The 
commission has been charged, he said, 
with being completely dominated by 
Chairman Fly and entirely motivated “by 
political partiality and favoritism in the 
performance of its duties.” 

Both the Secretaries of War and of 
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Navy would be summoned before the 
committee, Garey announced, as well as 
a number of military and naval officers. 
Chairman Cox said he had been advised 
“from official sources” that some twenty 
military and naval officers whom the 
committee had requested to appear would 
not be permitted to testify. 

“T have been informed,” argued Coun- 
sel Garey, “that these officers have been 
silenced and gagged by higher authori- 
ties but I prefer to believe that untrue 
until officially advised of the fact.” 

The hearing was adjourned until July 
9th after Chief Counsel Charles Denny 
of the FCC had been denied permission 
to make a statement. When he persisted, 
Cox told him sharply to sit down “or I 
will summon police to have you seated.” 


N one of the bitterest attacks ever re- 
leased to the public by a United States 
official, FCC Chairman Fly on July 4th 
accused high Army and Navy officers of 
participating in a plot to wreck the com- 
mission. In a 6-page broadside against 
the House committee under the leader- 
ship of Representative Cox, Fly charged 
the military with having been joined by 
“Cox, Wall Street interests, and the 
radio monopoly” in a campaign to estab- 
lish “coercive surveillance” of the broad- 
casting industry. 

Fly’s inclusion of the military in his 
blanket blast at the Cox committee and 
its conduct, followers of the dispute 
pointed out, obviously was ‘by way of 
rebuttal to the disclosures that Admiral 
Leahy and General George C. Marshall 
have recommended to the President that 
the FCC be stripped of its military radio 
intelligence functions. 

Their recommendations further asked 
that these functions be turned over to 
military services. 

In tracing the events which he said 
led to the inquiry which opened on July 
2nd, Fly pictured the Georgia Congress- 
man as an erstwhile champion of the 
commission up until the time “it became 
the unfortunate duty of the commission 
to report to the Attorney General that 
Representative Cox had procured a $2,- 
500 fee for representing a successful ap- 
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plicant for a broadcast station license.” 

In the investigation, Fly charged, Cox 
has “joined forces with the radio mo- 
nopoly and Wall Street interests on the 
one hand and the military on the other, 
all moving in for the kill.” 

Fly further charged that the congres- 
sional investigation was farcical in that 
on July 2nd the public became acquainted 
through the Cox committee’s “Wall 
Street mouthpieces” with “the 50 vicious 
conclusions it is going to arrive at come 
hell or high water, after purporting to 
go through some of the forms of a ju- 
dicial inquiry and due process of law.” 


BOUT a page of Fly’s formal state- 
ment was given over to a descrip- 
tion of the commission’s intelligence 
service, branded by Cox as Fly’s Gestapo, 
which he said has done a “highly effec- 
tive” job in collecting, translating, ana- 
lyzing, and reporting to 200 government 
offices the radio propaganda of a world 
at war. 

“The aim (of the Cox committee) has 
obviously been to wreck the commis- 
sion,” Fly charged, adding that the FCC 
is “the only agency representing the pub- 
lic in this important field.” The action of 
the committee, he said, is geared “‘to set 
up monopolistic control by commercial 
interests and to establish actual and co- 
ercive surveillance” over the radio net- 
works. 

“Cox and his Wall Street mouthpiece 
have been slow in disclosing to the public 
their long-existing tie-in with the radio 
monopoly,” the statement continued, add- 
ing “the committee . . . revealed its mar- 
riage to the broadcast trust by announc- 
ing that it plans to attack the antimo- 
nopoly regulations in chain broadcasting 
which the commission, under attack from 
the radio trust, has successfully de- 
fended...” 

Fly flayed “the long-continued conduct 
of star chamber proceedings where wit- 
nesses were required to appear privately 
before the committee’s lawyers”; “the 
illegal issuance of subpoenas requiring 
appearances... in the Wall Street offices 
of a lawyer who is contributing his serv- 
ices ‘to the cause’ at $1 a year” ; and “con- 


stant efforts . . . to stir up destructiye 
criticism of the commission.” 

He accused the Cox committee of 
“seizure of a truckload of irreplaceable 
commission files without opportunity for 
properly listing or copying them,” and 
with fostering “vicious rumors and gos- 
sip to destroy the reputation and stand- 
ing of the commission.” 


* * * X 


ig oe rg’ mystery surrounded 
President Roosevelt’s action on 
July 1st in withdrawing the nomination 
of George Henry Payne for another 7- 
year term on the Federal Communica- 
tions Commission which had been sub- 
mitted to the Senate on June 30th. The 
White House declined to amplify its 
brief announcement that the nomination 
had been withdrawn. 

Mr. Payne, a member of the FCC since 
its creation in 1934, was not available to 
newspapermen. Members of the FCC 
professed to have no knowledge of why 
the President had reversed himself. Al- 
though nominally a Republican member 
of the FCC, Mr. Payne had sided gen- 
erally with the administration majority 
in recent years. 


* * * 


HE Federal Communications Com- 

mission on June 30th extended un- 
til January 1, 1944, the date by which 
some 50 independent telephone compa- 
nies must file statements of their pro- 
posed methods for keeping certain ac- 
counting records. The commission said 
that meanwhile it would call a conference 
on the order, probably in the latter part 
of July. 

The delay was requested by the United 
States Independent Telephone Associa- 
tion and by two independent companies, 
the Nebraska Continental Telephone 
Company and the Home Telephone & 
Telegraph Company of Fort Wayne, 
Indiana. 

The FCC said that the extension of 
time would not apply to “so-called inde- 
pendent telephone carriers, such as the 
Rochester Telephone Corporation, 
which had been adjudicated to be direct- 
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ly or indirectly controlled by a Bell sys- 
tem company. 

In other actions on the same day, the 
commission extended until July 30th the 
effective date of an order requiring a 
50-50 division of tolls for the radio por- 
tion of the cost of foreign or overseas 
radio communications. Hearing on this 
order was set for July 19th. 

The FCC also authorized RCA Com- 
munications, Inc., to intervene in pro- 
ceedings on the application for merger 
of the Western Union and Postal Tele- 
graph companies. 

* * * Xx 


TOCKHOLDERS of the Keystone Tele- 
S phone Company last month approved 
the terms of a proposed merger with the 
Bell Telephone Company of Pennsyl- 
vania. The stockholders signified their 
agreement at a meeting on June 22nd in 
an 18,613-to-652 vote. 

Under the proposed merger, Bell will 
take over all Keystone properties. Hold- 
ets of Keystone $3 preference stock 
would receive about $57 per share and 
holders of the $4 preference stock would 
get $76 per share. 


* * * * 


b ipes New York Telephone Company 
recently said the transactions which 
the Federal Communications Commis- 
sion had described on June 23rd as “in- 
flationary write-ups’ were “made at 
prices which were fair and reasonable 
and the accounting was in strict accord 
with the Interstate Commerce Commis- 
sion’s system of accounts.” 

_The telephone company said excep- 
tions to the proposed report of the FCC 
would be filed and a request made for 
oral argument before the commission. 
The FCC report would become final in 
twenty days if no objection were filed. 
The FCC said it tentatively had de- 
cided to require New York Telephone to 
eliminate from ‘its valuation $4,166,510 
based on transactions with its parent, 
American Telephone and Telegraph. The 
company asserted : 


The value of the property in question was 


passed upon by a Federal statutory court in 
New York in 1929 when the court included 
this property, at prices paid for it, in its 
valuation for rate-making purposes of the 
company’s plant. 

On January 1, 1937, the Federal Com- 
munications Commission substituted its own 
accounting system for that of the Interstate 
Commerce Commission’s and included pro- 
vision for original cost accounting for pur- 
chases of certain utility property. 

The proposed report apparently is based 
upon the FCC’s original cost theories. 


The FCC report was made after in- 
vestigations by the FCC and the New 
York State Public Service Commission. 


*x* * * * 


ERGER of the Southwestern States 

Telephone Company and the Lou- 

isiana Telephone Company was an- 

nounced by Vice President D. T. Strick- 

land of Southwestern after a conference 

with the Arkansas Department of Pub- 
lic Utilities last month. 

Although Southwestern’s principal op- 
erations are in Texas, it has exchanges 
at Cabot, Jacksonville, Ward, Judsonia, 
and Kensett. The Louisiana firm operates 
14 small exchanges in north Louisiana. 

The commission scheduled a hearing 
for June 28th on Southwestern’s appli- 
cation for authority to refund $1,700,000 
of 6 per cent first mortgage bonds at 44 
per cent interest; to refund $500,000 of 
6 per cent sinking-fund debentures at 
44 per cent; and to issue 49,976 shares 
of common of $1 par value each. 

* * * * 


HE agreement recently entered into 

for purchase of the Postal Tele- 
graph Company by the Western Union 
Telegraph Company has been amended 
to cover additional liabilities imposed by 
the War Labor Board’s award of wage 
increases to Postal workers, it was an- 
nounced last month. 

In a joint statement, Albert N. Wil- 
liams, Western Union president, and 
William J. Deegan, head of Postal, said 
the original agreement imposed a maxi- 
mum limit upon the liabilities Western 
Union would assume in purchasing 
Postal, which now might be upset by the 
additional operating charges involved. 
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Financial News 


Many Utility Refunding Issues 
“On the Fire” 


HILE utility financing this year has 
remained at a very low level, a 
number of issues are now filed with the 
SEC, or in preparation for filing. If 
there is no hitch in the proceedings there 
should be a fairly heavy volume of 
financing in late August or September. 
California Electric Power early in July 
registered with the SEC $16,000,000 
first 32s, due 1968, and 40,000 shares of 
$5.50 convertible prior preferred stock. 
The principal underwriter for the bonds 
is Dillon, Read & Co., and for the pre- 
ferred stock Stone & Webster and Blod- 
geit, Inc., and Bosworth, Chanute, 
Loughridge & Co. The reason there was 
no competitive bidding on this issue was 
apparently that Dillon, Read & Co. re- 
sponded to the company’s publicized re- 
quest for advice on a financial program. 
Community Power & Light on June 
29th registered $6,850,000 first 33 per 
cent bonds due 1973. Central Republic 
Company of Chicago is to be the princi- 
pal underwriter. (Absence of competi- 
tive bidding is not explained.) 
Delaware Power & Light's refunding 
issue of $15,000,000 30-year first and 
collateral bonds (together with $4,000,- 
000 preferred stock) is before the SEC 
for approval, as corollary to the general 
plan of UGI and Associated Gas for ex- 
change of properties, etc. Hearings were 
held before the SEC in May but were 
delayed about a month by the request of 
the Delmarva Electric Coéperative for a 
90-day recess. The latter was denied by 
the commission, but it has not yet passed 
on the plan itself. Delaware Power & 
Light (controlled by UGI) is to be 
merged with Eastern Shore Public Serv- 
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and 
Comment 


By OWEN ELY 


ice which will be taken over from General 
Gas & Electric Corporation (Associated 
Gas system). 


LECTRIC Power & Light on June 28th 
filed a declaration with the SEC 
covering readjustments to be made to 
permit Jdaho Power Company to take 
care of a write-off ordered by the Fed- 
eral Power Commission. The number of 
shares will be reduced from 150,000 to 
90,000 shares (in connection with the 
write-off), and then split five for one, 
after which the entire amount will be 
sold “subject to satisfactory market con- 
ditions.” A report in May indicated that 
Blyth & Co. had formed a group to bid 
for the stock, but it seems possible that 
the issue will be open for competitive 
bidding. 

Iowa Power & Light on May 13th 
filed with the SEC $17,000,000 first 34s, 
due 1973, to be sold at competitive bid- 
ding. Hearings have been held but owing 
to the complicated character of the plan 
(of which the refunding operation is 
part) some weeks may elapse before the 
issue is ready for bids. 

Laclede Gas on June 15th revised its 
program, proposing to issue $19,000,000 
first 20-year 33s (instead of $20,000,000 
34s). The debentures will be 34s instead 
of 54s and the amount is reduced from 
$5,000,000 to $3,000,000. Hearings are 
being held before the Missouri Public 
Service Commission on the changes, and 
SEC approval will also have to be 
awaited. The financing does not appear 
imminent. 

Niagara Hudson Power, in its plan 
of reorganization, proposes eventually to 
refund the following issues on about a 
3 per cent basis, presumably with one big 
new issue: 


100 





eneral 
ociated 


ie 28th 
» SEC 
ade to 
O take 
e Fed- 
ber of 
000 to 
th the 
Ir One, 
vill be 
et con- 
od that 
to bid 
le that 
etitive 


y 13th 
st 34s, 
re bid- 
owing 
e plan 
ion is 
yre the 


FINANCIAL NEWS AND COMMENT 
$17,029,000 Buffalo, Niagara Elec. Ref. 34s, 
1967 


2,375,000 — Niagara Elec. Ref. 34s, 


20,000,000 +g ag Electric Ref. 
S, 
18,750,000 Niagara Lockport & Ontario 
Power 5s, 1955 
2,058,000 a River Power First 5s, 


2,461,500 Western New York Utilities 
First 5s, 1946 
25,293,000 — Falls Power Ref. 34s, 


48,364,000 Page New York Power Gen. 


s, 1962 

5,000,000 Central New York Power Gen. 
34s, 1965 

1,000,000 Central New York Power Gen. 
23s, 1965 

66,582,000 New York Power & Light First 
3%s, 1964 


$208,912,500 


Since a great deal of spade work must 
be done on the plan before various com- 
missions, Federal courts, etc., it seems 
unlikely that the refunding program can 
be carried out until 1944. 


ORTHERN Indiana Public Service’s 

$45,000,000 refunding 34s (or 
less) due 1973 were filed with the SEC 
June 28th. It is reported that two groups 
have been formed to bid for the bonds, 
although it is understood the company 
has asked for an exemption from com- 
petitive bidding. 

Public Service of Oklahoma (Middle 
West system) proposes to issue $6,600,- 
000 additional first 3}s, due 1971, to pro- 
vide funds to redeem bonds of North- 
western Light, which is to be merged with 
Oklahoma. 

South Carolina Electric & Gas (Gen- 
eral Gas & Electric) is being merged with 
Lexington Water Power and will issue 
$20,000,000 first mortgage 30-year re- 
funding bonds. 

Thus there is about $146,000,000 re- 
funding financing in prospect for the fall 
(together with possible sale of the Idaho 
Power stock), and in the somewhat more 
distant future the $208,000,000 Niagara 
Program. Probably much refunding 
could have been handled sooner except 
for the troublesome questions which 
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usually arise regarding treatment of 
plant accounts 100.5 and 107, which have 
to be threshed out with the SEC and the 
FPC; i.e., the “modern” problem of 
“aboriginal” cost. 


we 


Electric Power & Light 
Company 
_ (Tenth in a series of articles on hold- 
ing companies. ) 
| desea Power & Light, $767,000,000 
subholding company of the Electric 
Bond and Share system, controls ten sub- 
sidiaries located principally in the South. 
The amounts received from these sub- 
sidiaries, plus the undistributed earn- 
ings, are indicated in the accompanying 
table (millions of dollars) : 
Div. or Equity 
Int. Re- in Un- 
ceived distr. ceipts 
by Elec. Earn- Plus 
P.& L. ings Equity 
Arkansas P. & L. 

Company $2.95 4 
Dallas P. & L. 

Company : an 1.0 
Dallas Ry. & Term. 

Company ‘ oe JA 
Idaho Power Company : ‘ 9 
Louisiana P. & L. 

Company : ‘ 9 
Mississippi P. & L. 

Company ......... a : A 
New Orleans Pub. 

Service Inc. ....... ti ‘ 1.9 
Northern Texas 

Company 5 oF ee 
Utah P.& L.Company ... a a 


United Gas 
Corporation as 48 4.8 


$6.6 $102 


Of the total income obtained in 1942 
from subsidiaries, a negligible amount 
was interest, about $350,000 preferred 
dividends, and the balance of approxi- 
mately $3,400,000 common dividends. 
However, the entire 1942 “equity” earn- 
ings of United Gas (about $4,800,000) 
represented a claim on second preferred 
dividends (disregarding the extra pay- 
ments made to the first preferred against 
arrears). In effect, however, this may be 
considered common stock earnings since 


JULY 22, 1943 


Re- 





PUBLIC UTILITIES FORTNIGHTLY 


it appears likely that the second pre- 
ferred will eventually be converted into 
an equity issue. Electric Power & Light 
owns the entire issue of second pre- 
ferred, but only 48.5 per cent of United 
Gas common. 


NE of the principal problems faced 

by Electric Power & Light officials 
is the job of streamlining United Gas. A 
program for refinancing that company 
was presented to the SEC on May 5, 
1941, and proceedings were extended to 
include questions relating to possible sub- 
ordination of the United Gas debt to 
Electric Bond, relations with Electric 
Power, etc. A compromise between the 
viewpoint of the SEC and that of the 
management was reported close to com- 
pletion in February, 1942 (after the 
SEC had initially rejected the plan), but 
final consummation was prevented by a 
protest registered by an Electric Bond 
and Share stockholder, it is understood. 
The SEC has not yet rendered a formal 
decision, but it appears likely that some 
action may be forthcoming within a few 
weeks or months. 

Another important system problem is 
the refinancing of Utah Power & Light. 
That company and its subsidiary have 
$44,000,000 bonds maturing in 1944, and 
it has filed an application with the SEC 
for approval of an issue of $37,000,000 
first mortgage bonds and $7,000,000 gen- 
eral mortgage bonds. There would also 
be a merger of Utah Power & Light and 
its two subsidiaries, Utah Light & Trac- 
tion and Western Colorado Power. The 
problem is complicated by the fact that 
the Federal Power Commission desires to 
make a very substantial write-off, which 
(if put into effect) would increase the 
ratio of debt to property account to a 
very high percentage. The FPC has been 
collaborating with the state commission 
in Utah, with the apparent object of 
establishing “aboriginal cost” as the rate 
base and effecting a substantial cut in 
rates. The company has requested the 
SEC to act first on the proposed financ- 
ing, because of the limited time before 
maturity of the bonds, postponing the in- 
vestigation of the write-off. 


RKANSAS Power & Light Company 
was recently ordered by the FPC to 
show cause why it should not dispose of 
over $17,000,000 in write-offs and other 
excess over original cost. The commis- 
sion stated that failure of the company 
to support its responsibilities by specific 
facts might result in the entry of a final 
order without hearings, directing the ad- 
justment of accounts in accordance with 
recommendations of the commission’s 
staff. 
Electric Power & Light has the follow- 
ing capitalization : 
Debenture 5s due 2030 . $29,773,000 
$7 preferred stock 515,135 shares 
$6 preferred stock Zo0Aok ” 
$7 second preferred stock 74,814 
Common stock 3,454,689 


Option warrants (to 
purchase stock. at $25) 537,254 


Warrants can be exercised in com- 
bination with the second preferred stock, 
one share of which will be accepted by 
the company in lieu of $100 cash, in com- 
bination with four warrants. Thus the 
price of the second preferred, plus the 
price of four warrants, should approxi- 
mate at least four times the price of the 
common stock. 


| Papece2aae and dividends on the $/ 
preferred stock in recent years have 
been as follows: 
Consoli- Div. 
dated Parent 
Earn- Co. 
ings Only 
$2.02 
1.95 
1.69 
.93 
37 


D.25 


* Arrears amount to about $70. 
** Paid in first half; nothing paid since. 


Electric Power & Light securities have 
enjoyed a substantial advance in the past 
year, as indicated by the present quota 
tions, compared with last year’s low 
prices. Current market interest has prob- 
ably been stimulated by hopes that a new 
plan might be forthcoming to settle the 
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triangular relations between United Gas, 
Electric Power, and Electric Bond, thus 
permitting Electric Power to draw sub- 
stantial income from its investment in 
United. 

1942 
Low 


Recent 
Price 


Debenture 5s—2030 
$7 second preferred 
$6 preferred 

$7 preferred 
Common 

Warrants 


Niagara Hudson Plan of 
Reorganization and 
Dissolution 


HE plan of reorganization of the 

Niagara Hudson system, dated 
June 24th, consists of five stages: (1) 
the consolidation of the principal sys- 
tem operating companies into Niagara 
Falls Power Company, the name of 
which will be changed to Niagara Hud- 
son Company, Inc.; (2) acquisition of 
certain smaller companies and miscella- 
neous assets by Niagara Hudson Com- 


pany from Niagara Hudson Power Cor- 
poration (present top holding com- 
pany); (3) consolidation of Frontier 
Corporation and Northern Development 
Corporation (retaining the latter name, 
and acquiring certain assets of Niagara 
Hudson); (4) the dissolution of Ni- 
agara Hudson Power and distribution of 
its assets to stockholders ; and (5) a gen- 
eral refunding of the principal system 
bond issues. 

The plan presents pro forma consoli- 
dated balance sheet and income state- 
ments (calendar year 1942), giving ef- 
fect to the proposed bond refunding. The 
new $5 preferred stock has an over-all 
dividend coverage of 1.63, which is simi- 
lar to that of Consolidated Edison pre- 
ferred, currently selling at 1023. If the 
plan is consummated and the stock be- 
comes “seasoned” marketwise, a price 
of 102 would seem reasonable. 


“SHE new common stock earned $1.61 
for 1942 and a price-earnings 
multiple of 14 would seem reasonable 
under present market conditions (mak- 
ing allowance for improved earnings 


e 


POTENTIAL REORGANIZATION VALUES COMPARED WITH MARKET PRICES 


Reorganization 


Buffalo, Niagara & Eastern Ist $5 pfd. tee y cette ai 95 


Pres- Ratio 

Tot. ent Price 
Est. Price to Est. 
Value of Value 

Re- Old Re- 
ceived Sec. ceived. 


89% 


Est. 
Value 
Re- 
ceived 


Received 
in Plan of 


Buffalo, Niagara & Eastern 2nd $1.60 pid.f {sh (Per. co. com. - 24 15t 65 


Central New York Power pfd. ........... 1 sh. oper. co. pfd. .. 102 95 93 
New York Power & Light $7 pfd. ........ 1.15 sh. oper. co. pfd. 118 He li2:. 9 
New York Power & Light $6 pfd. ........ 1.05 sh. oper. co. pfd. 107 107 95 


4 sh. oper. co. pfd.. 51) 
1 sh. oper.co.com... 22 


Niagara Hudson Power Ist $5 pfd. ......... ; * — a ” E. a 110 76 


Div. arrears 
Py sh. oper. co. com. 
Niagara Hudson Power 2nd $5 pfd. ........ pay Seren Haceves 70 63 


Dividend arrears .... 


Niagara Hudson Power common 


+ sh. oper. co. com. . 
1/10 sh. Nor. Dev. . 5 3 6 
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since 1942), on which basis the new 
stock would be worth about 22. The 
values thus arrived at for preferred and 
common stock of the new operating com- 
pany are applied in the table on page 103. 

It is very difficult to hazard a forecast 
as to the market value of the smaller sur- 
viving company, Northern Development 
Corporation, since the largest asset is the 
book value of land, undeveloped water 
rights, etc., amounting to $14,658,875. 
Remaining assets (largely cash and se- 
curities) have a net assigned value of 
about $1,770,000, after deducting liabili- 
ties. Book value of the common stock is 
about $17, but in the table we have 
assigned a potential market value of only 
5, since a relatively small part of the as- 
sets are income producing. (No pro 
forma income figures are published. ) 

The management estimates that some 
$209,000,000 of system bonds can prob- 
ably be refunded on a 3 per cent basis, 
following completion of the merger. This 
would result in savings in interest and 
amortization of over $2,000,000 but un- 
fortunately a large proportion of this is 
absorbed in increased excess profits 
taxes, so that the estimated increase in 
net income works out at less than $400,- 
000, a relatively small amount. 


HE Niagara Hudson management 

will have to obtain “clearance” 
from three commissions and probably 
one or more Federal courts, because of 
various issues now pending regarding 
the Niagara Falls Power Company write- 
off. 

In addition, it has just announced 
that it would ask the supreme court to 
invalidate some New York state legisla- 
tion, effective July 1st, which permits 
the state to collect an additional assess- 
ment for water diverted from Niagara 
Falls, estimated at $1,500,000 per annum 
—equivalent to about 31 cents a share 
on the new common stock. (This possible 
loss of earning power was not taken into 
account in estimating the value of 
the common stock above, as it may be 
substantially offset by the current in- 
crease in earnings as compared with last 
year.) Due to the complicated problems 
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involved, it may be a year or more be- 
fore the plan can be consummated. 


* 


The SEC Report to Congress 


HE eighth annual report of the SEC 

to Congress (published in inexpen- 
sive form) was submitted on June 9th, 
The section relating to the Holding Com- 
pany Act comprised only ten pages (19- 
26 and 38-39) plus some statistical in- 
formation in the appendices. With re- 
gard to enforcement of § 11 the commis- 
sion stated that “in several important 
cases we have entered orders describing 
most of the action which must be taken 
ultimately . . . as to the remaining cases 
a majority of the proceedings have 
reached the stage where such orders may 
be expected in the near future... a num- 
ber of companies have appealed our or- 
ders to the courts and the cases now pen¢- 
ing in the courts should settle most of the 
legal questions still in dispute.” The re- 
port also includes the following interest- 
ing statistics: 

During the 1942 fiscal year, the com- 
mission instituted 26 new proceedings 
looking to orders requiring registered 
public utility holding companies to com- 
ply with § 11, and at the close of the 
fiscal year 48 such proceedings were 
pending. These 48 proceedings involve 
substantially all of the public utility 
holding company systems registered 
under the act although they do not ir- 
clude all of the § 11 problems existing in 
such systems. 


AN of June 30, 1942, there were regis- 
tered with the commission 134 pub- 
lic utility holding companies, the total 


consolidated book assets of which 
amounted to approximately $16,000,000; 
000, or about 68 per cent of the private 
electric and gas utility industry of the 
United States. Those 134 registered 
holding companies constituted 53 public 
utility holding company systems and it- 
cluded 1,342 holding, subholding, and 
operating companies. Consolidated assets 
of $12,195,000,000 were controlled by 
about fourteen systems. 
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What Others Think 


Utility Executives Discuss Inflation 
And Postwar Planning 


peace is going to happen to this 
country if we don’t watch out. This 
something may be totalitarianism, which 
we are now fighting, in the opinion of S. 
R. Inch of New York, president of E- 
basco Services, Inc., in a recent interview 
published in the Portland Oregonian. 
This organization is interested in public 
utilities in 30 states, and Inch is making 
a nation-wide tour to see how the com- 
panies are doing, what businessmen are 
thinking. Replying to a direct question, 
Mr. Inch said: 


I certainly fear inflation. I also fear those 
tremendous amounts of money the govern- 
ment has spent in building plants for the 
many defense industries. When the war is 
over the government will be the owner of 
$25,000,000,000 worth of plants that it may 
find difficult or impossible or undesirable to 
turn back to private enterprise. 

Probably there will be the urge for the 
government to go into industry to compete 
with private enterprise in a vast number of 
things. The electric power business is less 
likely to be taken over by the government 
than other enterprises, in my opinion. Today 
one-sixth of the money invested in the elec- 
tric power industry is government money, 
but these Federal plants are producing only 
one-eighth of the power that is used. 

In other industries the government has 
much larger interests. Take the aluminum 
industry; roughly, I understand, the output 
of aluminum is seven times what it was im- 
mediately before the war, and the excess is 
almost entirely government owned. In al- 
most every other large industry the govern- 
ment predominates. And so I am wonder- 
ing. The electric business is minor to the 
great problem of who is going to run what 
when the war is over. Is the government 
going to run the tremendous number of 
plants it now owns? If it does so, these 
plants will be operated tax free. 

Now, if the government is going to own 
and operate its plants, I would think we are 
well on our way to state socialism which I 
don’t believe in. If businessmen can’t take 
this thing up for comprehensive considera- 
tion, and if we can’t work together for the 
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benefit of the country instead of for private 
gain, then the totalitarianism we are fighting 
abroad is likely to be adopted at home. 


O N the allied subject of postwar plan- 
ning, another utility executive, (, 
Hamilton Moses, president of Arkansas 
Power & Light Company, made some in- 
teresting comments in connection with 
the recent organization of the Arkansas 
Economic Council. Mr. Moses was elect- 
ed president of this organization on June 
11th at a meeting held in Little Rock, 
Arkansas. The purpose of the group is 
to formulate a definite postwar program 
for the state. The meeting was attended 
by forty-one business and _ industrial 
leaders. Mr. Moses made the following 
statement: 


The purpose of the organization is to 
formulate postwar plans that will avoid as 
much as possible a dislocation and serious 
consequences that would naturally follow the 
end of the war. The council expects to ap- 
praise the war industries, deciding on those 
that can be kept in the war business; those 
that can be converted into peace-time pro- 
duction and those formerly in production of 
civilian goods that can be converted back into 
such production. 

Some 10,000,000 soldiers will be return- 
ing to this country when the war ends and 
20,000,000 men now employed in war indus- 
tries will have to have other work, and either 
the government or private enterprise must 
supply their jobs for them. We want to 
formulate plans that will create more jobs, 
getting private industry ready immediately 
to work on taking care of civil demands. 
Private enterprise is essential to preserve 
our freedom and our way of life, and private 
enterprise should formulate these plans. 


Following the organization meeting, 
members attended an open meeting of the 
Little Rock Chamber of Commerce at 
the Hotel Marion. Mr. Moses outlined 
the general purpose of the organization 
He asserted: 
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WHAT OTHERS THINK 


Private enterprise is going to have the 
greatest opportunity of its life in the post- 
war period. There will be a pent-up demand 
of $25,000,000,000 for consumer goods. 
Private debts have been reduced and the 
public generally has more money than ever 
before. Private individuals will own $25,- 
000,000,000 worth of war bonds, and bank 
deposits of the nation will exceed $135,000,- 


During the last five years Arkansas has 
reduced its debt $27,000,000. Bank deposits 
have increased from $190,000,000 to $400,- 
000,000 in the past three years. 

We cannot postpone fighting for the 
American way. I want to appeal to the in- 
dustrial manhood of this nation to assert its 
leadership of our free institutions in this 
hour of trial—not as critics but as men of 
vision and courage who have a program 
that leads forward rather than joining com- 
plainers. 

A recent poll of America’s leadership dis- 
closed that 90 per cent of America’s busi- 
nessmen think that industry should work to- 
gether and assume responsibility of eliminat- 
ing the unemployment after the war rather 
than requiring these men to depend on the 


government. You cannot make free enter- 
prise secure just by hoping. 


R. Moses used two large “Postwar 
Balance Sheets” of Arkansas to 
list the assets and liabilities of Arkansas. 
He listed as postwar liabilities the de- 
featist attitude, delay in reconversion of 
war industries, the national debt at a 
record peak, lack of vision and courage, 
and uncontrolled planning. The total of 
these liabilities is a threat of regimenta- 
tion and socialization. 

On the “assets” poster, he listed the 
state’s war industries, the industries 
established before the war, the native 
labor supply, adequate resources, re- 
duced private, state, and local debts, the 
accumulated purchasing power in the 
bank deposits and war bonds, successful 
“know how” management, science and 
chemurgy, sound planning, and deferred 
public works. 





REA under Attack for Making Loans for Other 
Than Rural Electrification 


Wie appropriations for the Rural 
Electrification Administration for 
the new fiscal year totaling $22,258,000, 
and including $20,000,000 for loans, as 
against the $30,000,000 sought for loans 
by the agency, some interesting side 
lights have been developed on the activi- 
ties of REA with respect to its alleged 
departure from the purposes for which 
the administration was set up. 

In hearings before the subcommittee 
of the Senate Appropriations Commit- 
tee, Senator Clyde M. Reed of Kansas 
brought out through examination of Ad- 
ministrator Harry Slattery and Deputy 
Administrator Vincent D. Nicholson that 
the Arkansas-Louisiana transmission line 
from Grand river to Lake Catherine was 
built with REA funds, totaling some $3,- 
900,000, for the purpose of producing 
aluminum at the Lake Catherine plant in 
Arkansas. 

It was developed at the hearing that 
the 194-mile, 32,500-kilowatt line was 
built at REA expense at the request of 
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other war agencies. Under constant ham- 
mering by Senator Reed, it was shown 
that actually no service is being rendered 
to rural users and that the entire amount 
of power transmitted is being used at the 
aluminum plant. At one point Senator 
Reed commented: “Where in the re- 
motest degree can you hook that into any 
rural project that justifies anything like 
an expenditure of that kind?” 


M:* SLATTERY replied that many co- 
Operatives in the region would 
be hooked on after the war. Slattery and 
Nicholson insisted that the line would be 
justified during peace time for rural con- 
nections. Both hesitated to reply to a re- 
quest for a figure which would show how 
many farmers could be served with the 
32,500-kilowatts, the inference being that 
the number was greater than all the 
farmers in the surrounding areas. Later 
the REA officials prepared for the rec- 
ord figures showing that the line would 
accommodate 97,500 customers on an 
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average basis of 100 kilowatt hours per 
month. 

Senator Reed demanded that REA 
get an opinion from the Comptroller 
General as to whether construction of 
the Arkansas-Louisiana line is within the 
scope of the REA statute. He contended 
that REA had misused funds appropri- 
ated to it and that if construction of the 
line was necessary, it should have been 
done with Reconstruction Finance Cor- 
poration funds loaned to the Defense 
Plant Corporation, which owns the 
plant. 

Replying to a question from Sena- 
tor Hayden of Arizona, as to whether 
the REA co-ops would be willing to sell 
to the Defense Plant Corporation now 
if an offer were made, so as to transfer 
the expense from REA funds, Mr. Nich- 
olson said: “The codperatives wanted 
this line and, if it was going to be built, 
they wanted to build it and own it for 
their own future purposes. 

“The line was designed immediately 
for war purposes, but only a portion of 
the cost of this line can be properly 
charged, I think, to the war effort. These 
cooperatives want this line and propose 
to use it ultimately for their own busi- 
ness when the war is over.” 


| grmgewly he had assisted in gather- 
ing the data which was made a 
basis for a Senate resolution for an in- 
vestigation of the power holding compa- 
nies, Senator Reed continued: 


I worked on this thing when I was gov- 
ernor of Kansas and we passed every state 
statute that a state could pass, if not to put 
them (holding companies) out of business, 
at least to protect our state interests within 
our right to do so. 

I have a long record on this thing. I am 
not an advocate of public power ; on the other 
hand, I am not opposed to it. It is a question 
to be settled according to sound economics 
and to the best interests of the people as a 
whole. 

I think it is an absolute perversion of the 
philosophy of the REA for you to divert its 
funds to be used for a purpose like this that 
has even no remote justification for an ex- 
penditure of this particular class of funds. 

If Mr. (Jesse) Jones wanted to build that 
line he has financed so many plants out of 
the Defense Plant Corporation, he certainly 
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should have financed this one and you gen. 
tlemen should have given your expert as. 
sistance if you had it available. 

That would have been your duty to do 
that, but you used the funds which this Con. 
gress appropriated for an entirely different 
purpose, which is quite another thing. 

I would like to have this record show the 
codperatives that have been used to supply 
this plant; in others words, the codperatives 
here that are joined here that purchase power 
and transmit it over this transmission line 
and then sell it to the aluminum plant; the 
capital stock, or at least the number of shares 
of stock in each codperative ; and the number 
of members each codperative has; and the 
number of farmers. 

I presume you make these studies, and 
surely before you used $3,900,000 to build a 
transmission line you would make some 
study to find out what possible future mar. 
ket there was for power. 


M* SLATTERY submitted figures in 
connection with the request of 
Senator Reed showing that there were 
ten cooperatives constituting the mem- 
bership of the Arkansas-Louisiana Cer- 
tral Cooperative. They have received #4- 
384,500 in Rural Electrification loan al- 
lotments. Total miles constructed or to 
be constructed under loan contracts 
amounted to 4,588. Total customers pro- 
vided for by such loans were 15,463. 
While it was not made entirely clear as 
to the relationship between the codpera- 
tives and the new Arkansas-Louisiana § 
32,500-kilowatt line, it was indicated that 
the 15,463 customers served by the co- 
Operatives received their service from 
other sources than the new line and that 
the new line would provide for service to 
an additional 97,500 customers, which 
appears to be far beyond the number of 
farmers in a wide surrounding area. 
In attempting to determine the basis 
upon which the REA had requested $30, 
000,000 for loans for the fiscal year 1943- 
44, in the hearings on the REA appro- 
priations before the House committee, tt 
was developed that only about $3,000,000 
or $4,000,000 had been expended during 
the fiscal year just ended, and that there 
was about $76,000,000 still available for 
use. At best, taking into account War 
Production Board restrictions and other 
limitations, only about $16,000,000 can 
be loaned in this new fiscal year, indicat- 
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of Paul B. Coffman, vice president of 
Standard & Poor’s Corporation of New 
York, expressed in an address recently 
before the American Gas Association 
natural gas meeting in Cincinnati, Ohio. 

Mr. Coffman expressed the belief that 
if such a result is not sought by the gov- 
ernment, it will have to alter and moder- 
ate many of its present regulatory tend- 
encies and philosophies. He continued: 


In the last few years there has also been 
considerable evidence to indicate that many 
people believe that somewhere along the 
route there will come a time when all public 
utility plants will be owned by the customers. 
That is, the present owners through depreci- 
ation would presumably recoup their invest- 
ment and the plant would then belong to 
the customers. The management would 
continue as hired help, assuming of course 
that they did not get sick of the whole busi- 
ness and say “the hell with it!” and the in- 
vestor would no longer have any place in the 
picture. Just how the investor gets out on 
any other basis than a squeeze out, I do not 
know, for in addition to a little income which 
he expected—but in many instances hasn’t 
received—he also invested his money upon 
the basis that he would have some assurance 
of security of principal, plus the right which 
owners of all other classes of property have 
to the increase in value which comes from 
“Shell-in” management, soundness of enter- 
prise, and other causes of appreciation in 
values. On an occasion I was told that if 
a security holder’s investment in a natural 
gas pipe-line company did not work out, that 
investor would have to do what he did in 
1929—just write it off as an error in judg- 
ment on the theory that the customer should 
not be forced to pay for these errors. May- 
be this theory is right, but I cannot get 
around the fact that it was the investor’s 
dollars, not the customer’s or the govern- 
ment’s, which financed all of these enter- 
prises and made as much service available 
as presently exists. 


Mr. Coffman noted the increasing cost 
of the war effort and said a study of 
eight natural gas pipe-line companies, 
upon which 1942 data were available, 
indicates they increased their total oper- 
ating revenues a little over 125 per cent 
between 1935 and 1942, while in the same 
period taxes have increased over 800 per 
cent. Moreover, total operating revenue 
increased only about 28 per cent during 
the war period of 1940 to 1942; but in 
the same time taxes have increased 111 
per cent. Explaining, Mr. Coffman said: 
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This inescapable fact is going to create 
difficult situation for the natural gas com 
panies, because in several recent decision 
the Federal Power Commission made no 3) 
lowance for increased taxation or costs hs 
cause it argued that increases in gas reven 
would serve as an offsetting factor. As 
matter of fact, the language of at least op 
of the opinions would indicate that it ¢j 
not make any difference whether the jp 
creased tax was offset or not. The comm} 
sion stated that it took “judicial notice 
the fact that our country is waging a w, 
for survival.” It also said, “increased t; 
burdens must be borne by the utility whig 
enjoys a monopolistic position in the e 
nomic field, as well as by others who hay 
no such advantage.” i 


of other governmental agencies which a 
dealing solely with nonregulated companies 


Bees speaker tied the future of th 
natural gas industry with gener 
industrial, commercial, 
consumption, in view of the fact that th 
increased use of gas is based upon th 
relative prosperity of industry. Tots 
production had reached a peak of 2,500; 
000,000,000 cubic feet in 1937, but pro 
duction fell off in 1938 in line with th 
recession in general business. In the fol 
lowing years, the speaker continued, i 
increased until at the present time it i 
estimated that the production of mar 
keted gas because of the war demand is 
running in excess of 3,000,000,000,00 
cubic feet on an annual basis, the high 
est figure on record and a figure th 
could have been higher had it not bee 
for the limitations placed upon expat 
sion by the present shortage of critic 
materials. 

He reported that an analysis shows 
that approximately 25 per cent of pres 
ent deliveries of natural gas and 15 pe 
cent of manufactured gas are being ust! 
by war industries. This increase in cot 
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“MOM, YOU KNOW THE GOVERNMENT WANTS US TO CONSERVE GAS” 


sumption prompted orders from the 
Var Production Board limiting certain 
ses of gas in many areas. 

Mr. Coffman quoted figures of the 
merican Gas Association showing that 
ere were 19,249,000 customers con- 
ected to the mains of the industry at the 
ind of 1942—the largest number ever 
omected. Of this number, 8,516,000 
ere served by natural gas companies. 
Revenues for the entire industry aggre- 
pated $995,045,000, of which $584,533,- 
100 was grossed by natural gas com- 
panies. He continued : 

Unfortunately, the natural gas industry, 
Particularly in so far as it is typified by long- 
distance pipe lines, did not originate until 
1926, which was just about the time when 


the great wave of speculation was develop- 
ing which was to culminate in the stock 
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market debacle of 1929. Since prior to 1926 
pipe lines had run only comparatively short 
distances, and since a number of small or 
local natural gas companies in years past 
had not been successful, with a resultant loss 
to their security holders, it was only nat- 
ural that an investor had to be gifted with 
exceptional imagination before he would in- 
vest money to finance a proposed pipe line 
which was to stretch 1,000 miles or more. 
Furthermore, a long-distance pipe line was 
not justified unless both a market and a sup- 
ply of gas were assured. These two factors— 
coupled with the further facts that much of 
the gas was released in the production of 
oil, the construction of long-distance pipe 
lines requires enormous sums of money, and 
their successful operation depends on efficient 
management—explain why large oil com- 
panies and gas distribution companies joined 
in partnership with others to finance the 
new lines. With few exceptions, companies 
which were not so formed ran into difficulty. 
Because the construction of long-distance 
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pipe lines was perhaps the greatest single 
technological development in the natural gas 
industry, much of what I have to say in this 
paper is based upon the experience of trans- 
mission in contrast to distribution companies. 


M®* Coffman noted that while the in- 
dustry sprang up in an inflation- 
ary period, it earned its spurs just about 
the time history was to produce a “regu- 
latory eruption.” Mr. Coffman added: 
In 1928, the Federal Trade Commission 
was instructed by Congress to investigate the 
public utility industry, but because of the 
natural gas industry’s infancy at that time, 
little or no attention was given to it. In 
1934, however, the picture had altered con- 
siderably, and the Congress authorized the 
commission to continue its investigation of 
public utility companies and to devote its at- 
tention to the natural gas industry. The re- 
sults of this investigation were prepared in a 
series of volumes, the last of which was 
submitted to the President of the Senate on 
December 31, 1935. Shortly thereafter the 
Lea bill was introduced to Congress, and 
this bill, under the title of the Natural Gas 
Act of 1938, was approved on June 21st of 
that year. Within a few weeks, broad investi- 
gations as to rates and charges were insti- 
tuted by the Federal Power Commission 
against the Hope Natural Gas Company 
and the Natural Gas Pipeline Company of 
America. 


The speaker said this sequence of 
events is noteworthy in that the industry 
was young and a number of companies 
were just beginning to earn a profit in 
the middle thirties when the Federal 
Power Commission began its rate inves- 
tigation. He explained that investors had 
received little or no return on their 
money, but that they had not expected 
any in the early years of this new ven- 
ture. They had realized, he said, it would 
take time for the companies to get estab- 
lished; and they expected a fair return 
on their investment when better times 
arrived in the industry. It was then, he 
continued, that the Federal Power Com- 
mission stepped in. From 1938 to the 
present time, nearly every natural gas 
pipe-line company of any importance, as 
well as many other utility companies, has 
been investigated by the Federal Power 
Commission and, “to put it mildly, sub- 
jected to rather harsh treatment,” the 
speaker said, adding: 
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Meanwhile, the executives of those com. 
panies, in spite of the onerous demands of 
the commission upon them to prepare rean 


making every possible contribution to the m. 
tional emergency. 

At the same time, the investor, as well 3 
the gas company executive, found himself 
in a fog wondering where all this Simo 
Legree treatment was to lead, for in spit 
of. the varying circumstances of different 
cases and the different territory and char. 
acter of load handled by different pipe ling 
the Federal Power Commission has al 
ways determined the lowest rate base that 
it could possibly figure, and established the 
lowest rate of return it felt it could possibly 
sustain. Although I think it is perfectly 
sound to protect the interest of the consumer 
I do not believe it is sound to accomplish this 
end by liquidating the investor or by under. 
mining the efficiency of the management, 

It has only been a little over a year ago 
that one pipe-line company offered a block 
of shares of its $100 par value 5.60 per cent 
preferred stock to the public at $104, through 
a very reputable and responsible syndicate 
At such price the stock sold on a 5.38 per 
cent basis. After almost two months, with 
all the effort the bankers could muster, 35,0) 
shares remained unsold. At that time the 
bankers reduced the price to $100, but even 
at this price the stock did not move rapidly 
and after seven trading days 15,000 shares 
still remained unsold. Why should this k 
the case? The company is one of the better 
situated pipe-line companies. It had an 
ample supply of gas, it had tapped an ex- 
cellent market, and it had begun to show 
reasonable earnings. It seems to me the 
answer partly lies in the fact that investors 
believe that the natural gas pipe line is more 
hazardous than other branches of the utility 
business and that 5.38 per cent was not sul- 
ficient to compensate them for the risk in- 
volved. In other words, the old theory stil 
prevails ; 7.e., the more risk there is, the great- 
er return capital demands. In last analysis, 
believe it is not so much what the commis- 
sion thinks or what I think, what counts is 
what the investor thinks, for it is his money 
which is sought—it is his money which 
finances construction and expansion, ant 
makes possible the high quality of service 
rendered to the consumer today. What he 
says is highly significant, unless, perchance, 
the government itself intends sooner or latet 
to provide the financing for such develop- 
ments. 

If this should eventually materialize, we 
would have complete socialization of this 
industry. I do not believe the administration 
really desires to go this far, although a 
times I must confess it has seemed to me 4 
if everything pointed in that direction. 
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p Bes speaker said that an analysis 


shows that investors believe the 
risks involved in various utilities in- 
crease in the following order: telephone 
companies, water companies, electric 
operating companies, manufactured and 
natural gas companies, all natural gas 
companies, and natural gas pipe-line com- 
panies. Actually, he said, the com- 
posite 5-year average earnings price ra- 
tios for the companies in each of the 
above divisions are as follows: 5 per 
cent, 5.34 per cent, 5.51 per cent, 6.74 per 
cent, 7.77 per cent, 9.03 per cent. In other 
words, he continued, in the opinion of the 
investor a natural gas pipe-line company 
faces substantially more hazard than a 
telephone company ; and this, he said, is 
measured by an additional 4.03 per cent 
of return demanded by the investor on 
his money. Mr. Coffman added: 


The composite of investor thinking still 
makes a fairly reliable barometer, and I 
wonder if the Federal Power Commission 
would not do well to recognize this fact. I 
do not believe it is possible for the commis- 
sion to continue its present procedure of 
establishing the lowest possible rate base and 


the lowest possible rate of return and at the 
same time permit a company to produce a 
return which will be sufficient to attract 
capital to the natural gas industry. 
Furthermore, [ still fail to see the logic 
of opinions in which it is contended that the 
established law of the land is being followed 
(without burdening you with the details of 
Smyth v. Ames, Bluefield Water Works & 
Improvement Co. v. West Virginia Public 
Service Commission, United States Railways 
v. West, etc.)—as I say, where it is claimed 
that the law of the land is being followed 
by determining on an over-all industry basis 
that 62 per cent—no more, no less—is a 
fair rate of return for every pipe-line com- 
pany, when everyone—even the commission 
—knows there are differences in financial 
structure, sources of gas, markets, manage- 
ments, opportunities for growth, etc. More 
particularly is this true when there is, as far 
as I know, no logical or well-reasoned 
method of determining such over-the-indus- 
try rate of return figure. A directive laid 
down by the leading Supreme Court case on 
the subject says, “What annual rate will 
constitute just compensation depends upon 
many circumstances and must be determined 
by the exercise of a fair and enlightened 
judgment, having regard to all relevant 
facts.” If these facts are different as be- 
tween one company and another, and I think 
that evidence proves that in many instances 
they are, it is difficult to see how a 6% per 
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cent rate can possibly apply with any sem- 
blance of reason in every single case, except 
on the basis that a preconceived or arbitrary 
formula is being applied instead of what the 
court termed “enlightened judgment.” It 
occurs to me that it is most wholesome that 
a number of Federal Power Commission de- 
cisions are being appealed, since this is the 
only way by which the industry and the in- 
vestor can ascertain whether the procedures 
which have been followed by the commis- 
sion are sound and lawful in the eyes, of the 
courts. More particularly is this true if 
the pattern laid down by the Federal Power 
Commission should be accepted or followed 
by state commissions which are interested 
in intrastate rates. 


Mr. Coffman said that if his assump- 
tion that the United Nations will be vic- 
torious and that the war will not end un- 
til the middle of 1945 proved to be cor- 
rect, then it becomes probable that our 
country will be well on the road to vic- 
tory some time in 1944, which will be an 
election year. 

“Making the best appraisal I can,” he 
said, “I am inclined to believe Mr. Roose- 
velt is most likely to be our next Presi- 
dent.” Then he enumerated a number of 
reasons upon which he based his pre- 
diction, including the “never-change- 
horses-in-the-middle-of-the-stream” ar- 
gument, the cradle-to-the-grave appeal, 
and other similar effective political tech- 
niques. 


5 een speaker looked with optimism 
on the postwar period in the face 
of what he called the many and varied 
contingencies. He said Congress seems 
to be losing its rubber-stamp character- 
istics, which he saw as a hopeful sign. 
He predicted there will be some good 


days in which capital and the profit mo- 
tive will continue to exist, but on a mod- 
ified basis. He foresaw a sharp modifi- 
cation of the Delano and Beveridge plans, 
although admitting that more attention 
will be given to social security and social 
planning. 

He said as the industrial activity which 
he has forecast materializes, there will 
be a tremendous demand for gas. This 
will lead to the construction of many new 
pipe lines, which will extend to cities 
which are not now using natural gas. 
Among adjustments which will have to 
be made are (1) the change in uses of 
gas when present restrictions are lifted, 
(2) the increase in demand which will 
spring from the increased postwar in- 
dustrial activity, (3) the development 
of new uses for gas, (4) the stepped-up 
competition which will begin immediate- 
ly when hostilities end and the demand 
for armaments is gone. 

Mr. Coffman said that while regula- 
tion will be with us, there is a hopeful 
aspect. He said that when the Securities 
and Exchange Commission was estab- 
lished the investor and everyone con- 
nected with the securities business were 
much distressed by its early methods, 
policies, and procedures. As time passed, 
this commission’s horizon has broadened 
—‘so I am willing to believe,” he went 
on, “that once the emergency is over, 
the Federal Power Commission, as in the 
case of other regulatory bodies, will mel- 
low with time and will begin to recognize 
the laws of economics rather than to 
close its eyes to those laws.” 

—C.A.E. 





Notes on Recent Publications 


Municipar Evectric Utinities 1n Texas. By 
Robert H. Gregory. Municipal Studies No. 
20, prepared by the Bureau of Municipal Re- 
search, Austin, Tex. 1942. 295 pp. 

This work traces the history and legal 
status of municipal electric utilities in Texas, 
their management, operation, and control, 
financial policies and operation results, 
budgeting and accounting, auditing and re- 
porting, rates, and relation to rural electrifi- 
cation. Prepared for the benefit of city ad- 
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ministrators, councilmen, finance officers, 
utility managers, and others interested in 
the operation of municipal electric utilities 
in cities contemplating the installation of 
electric plants or those seeking to make more 
efficient the management of their present 
holdings. 


THE TENNESSEE VALLEY AuTHority. A Study 
in Public Administration. By C. Herman 
Pritchett. North Carolina. Price $3.50. 
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The March of 
Events 


Farm Electricity Needs Met 


PoLicy to govern farm electrification ex- 

tension in excess of 5,000 feet was an- 
nounced on July Ist by J. A. Krug, director, 
Office of War Utilities. These extensions have 
been held up in recent mionths because of the 
amounts of materials involved. 

Since January Ist shorter extensions have 
been approved almost automatically for ap- 
plicants who qualify before their USDA coun- 
ty war boards under the terms of Order U-l-c. 
While the same general terms will apply to the 
longer extensions, each application will be con- 
sidered individually by the OWU 

While no greater amounts of material for 
farm extensions are available than has been 
the case heretofore, studies have revealed that 
the increase in food production is proportion- 
ately greater in some instances from longer 
lines. 


FPC Issues Show-cause Orders 


HE Federal Power Commission on July 

5th announced its order directing the 
Washington Water Power Company, Spokane, 
Washington, to show cause within forty-five 
days of the date of the order why it should 
not apply for and secure from the commission 
appropriate authorization for the operation and 
maintenance of its Post Falls hydroelectric de- 
velopment on the Spokane river, the outlet to 
Coeur d’ Alene lake in Idaho. The commis- 
sion also announced its order directing the 
Duke Power Company, Charlotte, North Caro- 
lina, to show cause on or before September 
1, 1943, why it should not apply for and se- 
cure a Federal license for the operation and 
maintenance of its hydroelectric project in and 
along the Seneca river at Portman Shoals, An- 
derson county, South Carolina. 

The order concerning the Washington 
Water Power Company stated that the opera- 
tion and maintenance of the Post Falls project 
affects the water level of the Coeur d’ Alene 
lake and tributaries and results in the flooding, 
use, and occupancy of certain lands owned by 
the United States. The project has an installed 
capacity of 11,250 kilowatts. 


Seeks Ban on Rail-bus 
Ownership 


ENATOR Wheeler, Democrat of Montana, 
told the Senate on July Ist that he was 
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planning to introduce legislation to prevent 
railroads from owning busses and trucks. A 
speech by Senator Shipstead, Republican of 
Minnesota, precipitated debate on transporta- 
tion. 

Shipstead contended the Interstate Com- 
merce Commission, as well as a majority of 
the Supreme Court, had ignored provisions of 
the 1940 Transportation Act prohibiting dis- 
criminations against water carriers in the ap- 
plication of proportional rates. 

Wheeler, chairman of the Senate Interstate 
Commerce Committee, said he had been disap- 
pointed by some of the ICC’s rulings under the 
act. He expressed fear of transportation mo- 
nopolies, and declared: “I am going to intro- 
duce legislation when Congress reconvenes 
after the recess to prevent railroads from own- 
ing busses and trucks and other means of trans- 
portation competition.” 

He added that the prohibition likely would 
prevent the owning of air transportation fa- 
cilities. 


Bureau Distributes Power 


HE major part of the newly produced pow- 

er at Fort Peck dam, Montana, will be 
distributed by the Bureau of Reclamation to 
war industries in that state and Utah, Secre- 
tary of the Interior Harold L. Ickes announced 
on July 3rd on the basis of a report from the 
bureau’s acting commissioner, Harry W. Ba- 
shore. 

The plant, which has begun commercial ac- 
tivity with more than 30,000 kilowatts of ca- 
pacity, was constructed and is operated by the 
Corps of Engineers, War Department. The 
output is distributed by the Bureau of Rec- 
lamation, Department of the Interior, under 
a congressional act approved May 18, 1938. 
Rates are subject to approval by the Federal 
Power Commission. 

Acting Commissioner Bashore advised Sec- 
retary Ickes that Fort Peck power would have 
an important place in the development and 
utilization, in the prosecution of the war, of 
the mineral resources of Montana and Utah. 
Practically all of the power developed in these 
two states is hydro and the Fort Peck out- 
put is a further conversion of natural re- 
scurces of the West into useful channels, Mr. 
Bashore added. 

The additional power from Fort Peck 
dam to the Bureau of Reclamation systems 
in the West brings to more than 1,875,000 kilo- 
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watts the capacity of 31 plants on reclamation 
projects or the output of which is distributed 
by the bureau. 


Dam Proposal Studied 


ORMER United States Senator C. C. Dill of 

Spokane, Washington, was recently re- 
ported to have said that United States Army 
Engineers are studying possibility of construct- 
ing a 100-foot dam at Arrow lakes in British 
Columbia to increase the storage behind Grand 
Coulee dam on the Columbia river. 

“Organized opposition from farmers in 
Idaho and Montana is strengthening the possi- 
bility that both the Albeni falls and Flathead 
lake sites may be dropped in favor of a ten 
to twelve million dollar dam in British Co- 
lumbia,” he said. 

The 100-foot dam proposed for Arrow lakes 
would approximately double the storage be- 
hind the dam and increase Grand Coulee’s 
power output, he explained. He added that no 
definite decisions had been made, but “the need 
for increasing the power output of Grand 
Coulee is certain.” 


Reclamation Bills Approved 


HE House Irrigation and Reclamation 
"e Coma last month approved bills (HR 
3018 and HR 3019) to facilitate reclamation 
construction as soon as the War Production 
Board lifts its stop order on such work. Repre- 
sentatives of the reclamation service explained 
to the committee that prime purposes of the 
measures are to relieve project settlers of high 
war-time costs and to provide an alternative 
for assistance from agencies now discontinued. 
Appropriations for numerous projects in- 
tended to increase food production are under 
consideration by Congress and WPB is mak- 
ing a study to determine if labor and materials 
can be spared to permit construction. 
Harry W. Bashore, acting reclamation 
commissioner, said the bills were designed “to 
relieve peace-time restrictions so the Reclama- 
tion Bureau may get results, once the WPB 
gives us the green light.” 


Utility Conservation Drive 


OLUNTARY all-out conservation of uses of 

such public utilities as power, natural and 
manufactured gas, transportation of all types, 
water, and fuel will be urged upon the Ameri- 
can public next month in a codrdinated ad- 
vertising campaign financed by the industries 
involved and sponsored by Federal war agen- 
cies. 

A program designed to effect savings in such 
resources as man power, fuel, transportation, 
and critical materials required for maintenance 
and repair has been drawn up by the Office of 
War Utilities of the War Production Board 
and has gained the support of other Federal 
agencies and of the industries concerned. 
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In addition to the WPB, the war agencies 
which are backing the program include the 
Office of Petroleum Administrator for War 
the Solid Fuels Administrator for War, the 
Federal Power Commission, and other Federal 
agencies. 

The plan’s objective is to gain voluntary 
cooperation of consumers, both home users and 
industrial plants, of public utilities and services 
in reducing consumption. Although accurate 
predictions as to possible economies were not 
available, officials said that the savings in con- 
sumption of fuel, materials for repairs and 
maintenance, transportation, and actual man 
hours would be substantial if general support 
for the plan could be won. 

In general, the drive would be modeled upon 
that conducted by the telephone companies, 
which have been attempting to discourage un- 
necessary calls by advertising that lines are 
burdened with essential calls. 

The WPB is sponsoring the campaign be- 
cause it is believed that greater savings in 
resources can be achieved through voluntary 
compliance of consumers than by mandatory 
regulations. However, if the voluntary pro- 
gram should fail the agency has sufficient 
power to compel compliance. 


Columbia Basin Exploitation 
Opposed 


 yracerecelg oes Horan, Republican, Wash- 
. ington, in a statement protesting any “ex- 
ploitation” of the states of the upper Columbia 
basin in the search for supplemental water 
supplies for Federal power facilities, recently 
declared that any interference with the rights 
of the peoples of Montana and Idaho was un- 
necessary. 

“Tf [ thought that (exploitation) were neces- 
sary for the full development of our great re- 
gion, I would say let us stop that develop- 
ment,” Horn said, “because no development 
is worth the destruction of the happiness and 
usefulness of another. Fortunately, interfer- 
ence with the rights of these states is not 
necessary.” 


Pacific Utilities Honored 


O* behalf of James M. Landis, national di- 
rector of the Office of Civilian Defense, a 
special honor award, the first of its kind, was 
presented on July 7th to the lighting industry 
of the Pacific coast and each of its members 
for maintaining an effective dimout on this 
edge of the continent. 

The industry furnished more than 240 tech- 
nical men, without cost to the government, on 
problems incident to the reduction of the tar- 
get visibility of the West coast, and all these 
men are “still at their post of duty,” James C. 
Sheppard, chairman of the ninth regional de- 
fense board, said at a luncheon at the Com- 
mercial club in San Francisco at which the 
award was made. 
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Arizona 


Withdraws Offer 


HE Federal Light & Traction Company of 

New York has withdrawn its offer to sell 
for $9,100,000 the Tucson Gas, Electric Light 
& Power Company to the municipal govern- 
ment. Mayor Henry O. Jaastad said the action 
was taken after the concern had been advised 
the mayor and city council had accepted a re- 
port by the citizens’ utility committee oppos- 
ing the proposed purchase. 

The offer made by C. H. Nichols, president 
of the New York firm, to William R. Mathews, 
chairman of the utility committee, included 
a plan enabling the city to acquire the Tucson 
Rapid Transit Company for an outlay of $1. 


REA Loan Allocated 


LLOCATION of a loan of $345,000 by the 
A Rural Electrification Administration to 
the Sulphur Springs Valley Electric Codpera- 
tive, Inc., for the construction of new lines in 
the postwar period, was announced last month 
by the U. S. Department of Agriculture. 

Under the allocation order, the codperative 
will be permitted to construct 170 miles of new 
lines to serve 1,038 members; 155 miles of lines 
to serve 359 members; and $185,000 for the 
purchase of 15 miles of lines now serving 679 
customers. 


Utility Hearing Set 


T= complaint of Governor Sidney P. Os- 
born against Arizona natural gas distribut- 
ing agencies—which has been pending since 
last December—has been docketed by the state 
corporation commission for hearing July 29th. 
The date was set by the commission follow- 
ing a session with counsel for the governor 


and the companies as to the date desired for 
the hearing. 

M. J. Dougherty, attorney for the governor, 
asked for a continuance until September, when 
the complaint of W. W. White against the 
Central Arizona Light & Power Company is 
scheduled for hearing. Dougherty said he 
needed time in which to prepare his case. 
Walter Roche, representing the Central Ari- 
zona Light & Power Company, and Charles 
L. Strouss, acting for the Tucson Gas, Electric 
Light & Power Company, objected to the pro- 
posal. They asked for a hearing next month. 


Votes Municipal Ownership 


UNICIPAL authorities of Thatcher were 

expected to take possession by July 15th 
of the properties of the Arizona General Utili- 
ties Electric system of Safford, which local 
voters agreed on June 24th to purchase for 
$450,000, it was reported recently. 

An overwhelming vote of 165 to 8 authorized 
officials to issue $465,000 in revenue bonds for 
the purchase of the utility that serves Thatcher, 
Safford, Solomonsville, Central, Pima, and the 
northern section of the Sulphur Springs Valley 
CoGperative of the Rural Electrification Ad- 
ministration. 

The purchase agreement approved in bal- 
loting stipulated the municipal system would 
make payments in lieu of taxes to all political 
subdivisions that would be receiving tax pay- 
ments at the time the utility ownership changes. 
Municipal properties, including utilities, may 
not be assessed by taxes by other political sub- 
divisions. 

Thatcher voters agreed also to not change 
the property’s management and to make a 10 
per cent rate reduction within the first year 
of operation. 


Arkansas 


FPC Asks Explanation 


HE Federal Power Commission last month 

directed the Arkansas Power & Light 
Company to show cause within ninety days 
why it should not be ordered to mark off 
$17,000,000 in book valuations, which are a 
big factor in establishing rates. 

The commission described the $17,000,000 as 
“write-ups and other amounts representing 
excess over original cost.” 

It further ordered the company to show at 
the same time “why it should not prepare and 
submit revised reclassification and original 
cost studies with respect to an additional $47,- 
000,000” on its books. 

Arkansas Power & Light operates in 


Arkansas and Louisiana, serving approximate- 
ly 325 communities, including Little Rock, 
Pine Bluff, El Dorado, Camden, Russellville, 
em Newport, Morrilton, and Arkadel- 
phia. 


Rate Cuts Authorized 


HE state department of public utilities on 
June 29th authorized annual rate reduc- 
tions totaling $27,147 to power and light cus- 
tomers of the Oklahoma Gas & Electric Com- 
pany in northwest Arkansas. The revised rates 
were approved on application of the utility. 
A. B. Hill, chairman of the utilities com- 
mission, said the reductions were not contrary 
to the March 26th order of the department 
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which established the policy of providing for 
refunds of excess earnings to customers dur- 
ing the war rather than deductions in rates. 

The commission said the expression of this 
policy (March 26th order) was in general 
terms and not a fixed determination as to ac- 
tion that would be followed in regard to any 
particular utility company operating under the 
jurisdiction of the department. 

Towns to be affected by the rate reductions 
include Fort Smith, Alix, Alma, Altus, Branch, 
Charleston, Hartman, Lamar, Lavaca, Mul- 
berry, Ozark, Scranton, Van Buren, Barling, 
Chester, Denning, Dyer, Mountainburg, Rat- 
cliff, Subiaco, Winslow, and Coal Hill. 


Favors AVA under Engineers 


OVERNOR Homer M. Adkins said recently 
he would favor creation of an Arkansas 
Valley Authority if it would be controlled by 
the Army Engineers “in whom [ have implicit 
confidence.” 
Adkins said in an interview that he strong- 
ly favors development of the natural resources 
of the Arkansas river valley, but wants the 


Army to have charge of the program. Several 
Arkansas Congressmen have advocated an 
AVA modeled on TVA which is independent 
of the Army. 

Concerning the President’s recent action put- 
ting the Federal Works Administration jn 
charge of disposing of the power generated at 
the nearly complete Norfork dam and direct. 
ing the FWA to codrdinate its sale with that 
generated at Pensacola dam, Adkins remarked: 

“T have not yet studied the order in detail 
but I am not so much concerned with who 
distributes or sells the power as I am with 
whether there shall be plenty of power avail- 
able for our region.” 

Members of the Arkansas congressional dele- 
gation were asked by the state flood control 
commission recently to use their influence to 
have work on the proposed AVA begun as 
speedily as possible. The commission, meeting 
in Little Rock, endorsed the proposed author- 
ity as “the only feasible and practical way to 
control floods.” It was the commission’s first 
statement on proposed construction of com- 
bined hydro and flood-control dams in the 
Arkansas _ valley. 


Colorado 


Asked to Approve Transfer 


HE Mountain Utilities Corporation asked 
the state public utilities commission last 
month for permission to transfer to the Inter- 
mountain Rural Electric Association, an REA 
cooperative, the certificates of public con- 
venience and necessity under which five Doug- 
las, Elbert, and El Paso county communities 
are served electricity. 
The transfer would accompany sale of the 
Mountain Corporation’s transmission, distri- 
bution, and service lines supplying Kiowa, 


Monument, Elbert, Elizabeth, and Palmer Lake 
and their vicinities. On June 15th, the commis- 
sion was informed, the two companies entered 
into an agreement for exchange of the proper- 
ties for $147,500, subject to certain adjust- 
ments. 

The Mountain Utilities Corporation distrib- 
utes energy bought from the Colorado Springs 
municipal power plant. It operates hydroelec- 
tric plants at Aspen and Buena Vista, but these 
are not involved in the proposed transfer, 
Henry S. Sherman, chairman of the commis- 
sion, said. 


District of Columbia 


US Agencies File to Cut Rate 


HE Potomac Electric Power Company 
rate controversy entered the stage of ju- 
dicial review on July 2nd when the Office of 
Economic Stabilization, the OPA, and the di- 
rector of procurement of the Treasury filed 
petitions of appeal in district court asking that 
the District of Columbia Public Utilities Com- 
mission decision granting a $310,000 yearly de- 
crease in electric rates be set aside in favor 
of a decrease of more than $2,000,000. 
The OPA and the OES are intervening on 
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the ground that PEPCO, under the rates pro- 
posed by the commission, will tend to cause 
inflation and defeat the price stabilization pro- 
gram. 

The Treasury, which pays approximate- 
ly $5,000,000 a year to PEPCO for electric 
power, contended that current rates are un- 
just to it, the largest single consumer. 4 

The rate reduction approved by the commis- 
sion would reduce the monthly electric bill of 
the average consumer by about 4 cents. The 
government agencies filing suit seek a 10 per 
cent reduction. 
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Illinois 


Traction Appeals Denied 


HE state commerce commission last month 

refused to hold any more hearings on the 
Chicago traction unification plan which was 
rejected May 3rd on the ground that it was 
fnancially unsound and offered the public no 
assurance of improved service on the surface 
and elevated lines. 

However, the commission reiterated its be- 
lief in the desirability of unification and ex- 
pressed willingness to listen to any plan that 
would eliminate the defects in the one that 
was turned down. 

In a second order the commission firmly de- 
nied requests for the reopening of the case 


in which the surface lines were granted a per- 
manent 8-cent fare. The city and the Office 
of Price Administration had requested the re- 
hearing on the allegation there were errors in 
the commission findings. 

The unification rehearing was asked by the 
city and attorneys appointed by the Federal 
District Court to represent the proposed new 
unified traction company, which was to have 
been capitalized at $179,000,000. They based 
their plea largely on a letter from Jesse H. 
Jones, chairman of the Reconstruction Fi- 
nance Corporation, to Mayor Kelly in which 
Jones had set up conditions under which RFC 
would be willing to lend $40,000,000 to buy 
part of holdings of present security holders. 


Indiana 


Seeks Uniform Schedule 


IrRsT steps toward reducing and making 

uniform the present haphazard fare sched- 
ules of the Indianapolis Railways transporta- 
tion system were taken recently by the state 
public service commission. 

The state commission, acting on a petition 
fled by Howard T. Batman, public counselor, 
directed officials of the Indianapolis Railways 
to “show cause” why fares should not be re- 
duced and made uniform and the present 


transfer fees be completely eliminated. 

The commission fixed July 15th as the time 
for opening hearings on the case. 

In presenting his petition, Mr. Batman told 
members of the commission that the Indianap- 
olis street railway enterprise in its latest an- 
nual report showed an increase of $393,599 in 
its 1942 operating income, as compared with 
that of 1941. This figure, Batman said, pro- 
vides justification for the complaint and the 
subsequent decision of the commission to ask 
for fare adjustments. 


Iowa 


Promise Rate Cut 


FFICIALS of Continental Gas & Electric 
Corporation hold out the promise of siz- 
able rate reductions if the Securities and Ex- 
change Commission approves the proposed sale 
to it of the gas and electric utilities in Des 
Moines, City Solicitor Fred T. Van Liew said 
recently. 
Reporting on his attendance at an SEC 
hearing on the proposal at Philadelphia, Penn- 
sylvania, Van Liew said this holding company 


made the possibility of lower rates a major 
selling point for the transfer. Utility repre- 
sentatives, he said, presented a “mass of evi- 
dence” to indicate the reorganization would 
result in “very great economies in operating 
and financing” and that these would be passed 
or to the consumers. 

Conversion to natural gas, instead of 
“mixed” gas, which includes manufactured 
gas, was said to hold a prospective $75,000-a- 
year saving, according to a statement by Mr. 
Van Liew. 


Kansas 


Commissioner Appointed 


(5 ERNOR Schoeppel has appointed Clarence 
\J V. Beck a member of the state corpora- 
tion commission to succeed Jeff A. Robertson, 
whose resignation to become a Captain in the 
Army was recently announced. 
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The new commissioner is a former state at- 
torney general. He retired from that office in 
1939 after two terms of service, and has since 
been in general law practice in his home city 
of Emporia. 

Richard B. McEntire, formerly secretary of 
the commission, is now general attorney. 
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Kentucky 


Purchase Plan OK’d 


HE court of appeals on June 25th approved 

Frankfort's plan to buy the city’s light and 
water plants for $1,200,000 and to issue revenue 
bonds to finance the deal. Attorneys for the 
city expressed belief details, including com- 
pilation of data on gross and net earnings to 
acquaint prospective bond purchasers with 
stability of the plan, could be completed in 
time for the cij, ~ take over by August. 

The high cow. upheld Franklin Circuit 
Court’s validations: the plan by a 5-to-2 vote, 
with Judges Hepr\ ;. Tilford and Porter Sims 
dissenting. They iited no minority opinion, 
however. 

The deal already has been approved by the 
city council and by the Associated Electric 
Company of New York, owner of Tri-City 
Utilities Company which operates the local 
plants. 

It was indicated that light and power rates 
would be reduced as soon as the city begins 
operation by at least the 22.3 per cent ordered 
by the state public service commission and that 
consumers would be given rebates on bills 
back as far as last December Ist in accord- 
ance with a court order issued when the com- 
aed sought to enjoin the commission’s rate cut 
order. 


Court Reaffirms Tax Ruling 


RULING that Kentucky’s 26 rural electric 
codperatives are subject to state and local 
taxation was made final by the court of ap- 
peals last month. The appellate court ruling 


was put into immediate effect automatically 
when the tribunal refused to reconsider its 
March 26th decision in a test case brought by 
the Inter-County Rural Electric Cod ive 
Association of Danville. 

In that decision the high court upheld byank. 
lin Circuit Judge W. B. Ardery’s invalidation 
of a statute exempting the co-ops from paying 
ad valorem property and franchise taxes, The 
statute, enacted by the 1937 state legislature, 
permitted the co-ops to pay annual $10 fees 
in lieu of taxes. 

The state property tax of 50 cents per $100 
valuation and county and school taxes were 
made applicable to the codperatives’ lines, 
poles, wires, transformers, and other equip- 
ment by the court’s final ruling. 


Co-op Groups Form Firm 


EPRESENTATIVES of 24 power distributing 
R' codperatives completed formation of the 
Kentucky Rural Electric Codperative Corpora- 
ticn at a meeting held in Louisville last month, 
C. E. Miller, chairman of the Meade County 
Rural Electric Codperative Corporation, was 
elected president. Other officers elected were, 
vice president, Robinson Cook, Danville, secre- 
tary-treasurer, G. L. Bridwell, Cynthiana. 

Purpose of the organization, Bridwell stated, 
is “to promote and encourage the fullest possi- 
ble use of electric energy in this state by mak- 
ing electric energy available by production, by 
transmission, and by distribution to persons in 
rural areas of the state at the lowest cost con- 
sistent with sound business methods and pru- 
dent management.” 


Missouri 


Property Sale Authorized 


N order of the state public service com- 
A mission authorizing sale of the property 
of the Laclede Power & Light Company of St. 
Louis to the Union Electric Company of Mis- 
souri was affirmed last month in Cole County 
Circuit Court at Jefferson City by Circuit 
Judge Frank Hollingsworth of Mexico, Mis- 
souri. 

In upholding the proposed sale, Judge Hol- 
lingsworth overruled contentions of Attorney 
General Roy McKittrick, who had appealed, 


that the commission order should be reversed 
and remanded to the commission for deter- 
mination of question of rates. 

Judge Hollingsworth said the commission 
order approving the proposed sale was within 
the jurisdiction of the state public service com- 
mission and was supported by the evidence. 
Judge Hollingsworth said he could not sub- 
stitute his judgment for that of the commis- 
sion, absent a showing that the commission 
had rejected competent evidence or had failed 
to give due consideration to competent evi- 
dence. 


- 
Nebraska 


Lay Plans for Referendum 


pes may be made through a referendum 
petition to halt operation of Nebraska’s 
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newly enacted legislation creating the Omaha 
Peoples Power Commission, Harold Kramer, 
general manager of the Loup River Public 
Power District, stated in Washington, D. C, 
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recently. He told a reporter that Nebraska 
public power circles are considering such a 
move to counteract “the defeat we suffered in 
the legislature.” 

He referred to the unsuccessful fight put up 
by public power interests, particularly the Con- 
sumers Public Power District, against the 
measure, LB 204, while it was before the uni- 
cameral legislature. 

Under terms of the act, which is scheduled 
to become effective in August, the Consumers 
District is forbidden from purchasing the last 
remaining private power concern in the state 
—the Nebraska Power Company in Omaha. 

The law, instead, sets up the Omaha Peoples 
Power Commission and authorizes it to ac- 
quire the Nebraska Power Company. 


Investigating Committees 
Appointed 


wo important investigating committees, 

water diversion and public power, were 
named at the initial meeting of the legislative 
council, research body for the state legislature, 
on June 28th at Lincoln by Senator Stanley 
Matzke, Seward. 

Senator Peterson of Lincoln will head the 
water diversion group and Senator Raecke 
was appointed chairman of the committee to 
study public power. Assisting Peterson will be 
Senators Neubauer, Orleans; James H. An- 
derson, Scottsbluff; John Doyle, Greeley; and 
Tvrdik, Omaha. On Raecke’s committee are 
Senators Garber, Red Cloud; Cullingham, 
Omaha; Mischke, Crofton; and Mekota, Crete. 

R. V. Shumate, research director, reported 
on the progress he has made in gathering fac- 
tual information relative to all public power 
districts in the state. In reply to a question by 
Senator Peterson, he said that there would 
probably be some overlapping of the studies 
to be made by the power and water diversion 
committees because some power districts are 
also vitally interested in irrigation. The legis- 
lature gave the council an appropriation of 
$34,000 but of this $20,000 is for the water and 
power studies. 

The power investigation is to be along these 
lines: business affairs of the district; the pur- 
chase of privately owned plants and transmis- 
sion lines ; financing of such districts ; issuance 
of bonds; fees, commissions, and expenses in 
connection with purchases of private power 


properties; political activities of districts and 
of privately owned utilities; business and af- 
fairs of the Nebraska public power system; 
activities of districts to be organized under 
existing laws; and all other matters necessary 
to afford the legislature a clear perspective and 
view of the entire electric power situation in 
the state. 


Case Jurisdiction Questioned 


HE power of the state supreme court to 
S ae and direct the activities of a 
court of condemnation named to appraise the 
value of electric properties a municipality has 
voted to take over was debated on June 28th 
in a special session. On the one hand it was 
argued that in naming the court it acted in an 
administrative capacity and as such could tell 
it what to do and what not to do. On the other 
hand it was argued that having complied with 
the statute empowering it to name the court 
its jurisdiction ended right there. 

The case was regarded as of vast im- 
portance because upon the decision rests the 
question of whether any other of the numer- 
ous municipalities served by Consumers Pub- 
lic Power District may avail themselves of 
this law. The city of Sidney only is involved 
in this case, but Nebraska City and Bridgeport 
were reported on the way with similar pro- 
ceedings. 

Clarence A. Davis, attorney for Consumers, 
said although the supreme court has twice up- 
held the law under which the appointments 
were made, he is of the opinion that it is un- 
constitutional. His position is that if it is a 
court then the law is invalid because the Con- 
stitution forbids the setting up of special 
courts for special purposes. If it is not a court 
then it is an attempt to give the judiciary de- 
partment administrative authority which the 
Constitution forbids the department from 
exercising. 

L. J. TePoel, appearing for the city of Sid- 
ney, took the position that as the statute has 
four times been upheld—twice by the Nebraska 
Supreme Court, once by a Federal Circuit 
Court of Appeals, and once by the supreme 
court of Iowa, from which state the Nebraska 
law was taken bodily—that question may be 
considered settled. 

Mr. Davis was given fifteen days to file a 
brief, and Mr. TePoel fifteen days to file an 
answer. 


¥ 
New Jersey 


Power Workers End Strike 


A WALKOUT of 2,800 maintenance employees 
of the Public Service Electric & Gas 
Company, largest public utility in New Jersey, 


ended on June 23rd with an agreement be- 
tween the company and Local 1335 of the In- 
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ternational Brotherhood of Electrical Work- 
ers, that a contract would be drawn. 

The walkout began on June 21st in.Essex 
county and spread to seven other counties in 
central and northern New Jersey. Production 
of electricity and gas was not affected by the 
walkout. 
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Irving Shapiro, of the United States Con- 
ciliation Service, said that the union, an Ameri- 


can Federation of Labor affiliate, and the com- 
pany had agreed to mediation of some issues, 


New York 


Niagara Fees Challenged 


ip: constitutionality of the 1943 law per- 
mitting the state to charge rentals for 15,- 
100 cubic feet of water per second being di- 
verted from the Niagara river was challenged 
on July Ist by the Niagara Falls Power Com- 
pany as the Water Power and Control Com- 
pages prepared to establish the schedule of 
ees, 

The company applied in the state supreme 
court at Albany for an injunction. 

The water power rental bill was one of the 
major measures in Governor Thomas E. 
Dewey’s first legislative program. He requested 
its enactment after the court of appeals had 
held that the company was entitled to divert 
the additional water without charge under an 
old statute, but had indicated that the situation 
could be corrected by enacting another law. 

It was estimated that the state would re- 
ceive about $1,500,000 a year under the fee 
system. The utility now pays $400,000 a year 
“sa 4,900 cubic feet per second under a 1918 
aw. 


CIO Certified for Utility 


HE New York State Labor Relations Board 
on July 4th announced that it had desig- 
nated Local 101 of the Transport Workers 
Union of America, Congress of Industrial Or- 
ganizations, as the collective bargaining agency 
for employees of the Brooklyn Borough Gas 
Company, exclusive of clerical and supervisory 
personnel and salesmen. The board ruled that 
the certification was to remain in force for one 
year or not more than sixty days after the 
war, which ever was shorter. 
In another decision the board directed that 
an election be held within twenty days among 


employees of the Queens Borough Gas & Elec- 
tric Company to determine whether they de- 
sired that the same local represent them in 
collective bargaining. 


Advised to Cut Liabilities 


HE public utilities in New York state were 

recently advised by the state public serv- 
ice commission to use accumulated cash not 
immediately needed for capital or operating 
purposes to improve their financial structure 
through the retirement of liabilities in order 
that they be better able to meet the uncertain- 
ties of conditions after the war. 

This warning was contained in an opinion 
by Chairman Milo R. Maltbie and unanimous- 
ly approved by the commission in connection 
with the authorization of security issues by 
two utilities, each of which involved the use 
of accumulated funds for the retirement of 
outstanding securities. 

In one instance, the Rochester Gas & Electric 
Corporation, with an accumulation of more 
than $5,000,000 in cash in its treasury, was au- 
thorized to use nearly $4,000,000 to retire its 
6 per cent preferred stock. In another instance, 
the Orange & Rockland Electric Company was 
directed to use $165,000 for the retirement of 
its preferred shares as a condition for the au- 
thorization of $200,000 of 5 per cent preferred 
stock so that it could redeem an equal amount 
of its outstanding 6 per cent preferred shares. 

The opinion said that with large accumu- 
lated cash funds “the temptation is great to 
increase the dividend rate, to pay bonuses, or 
to distribute generously the unusual earnings.” 
The commission said any of these plans would 
be most unwise unless or until the company 
has made abundant provision to meet all post- 
war requirements. 


Oklahoma 


Dam Operation Challenged 


A BLUNT challenge that Douglas Wright, 
manager of the Grand River dam, pro- 
duce concrete evidence that the project has 
been operated partially for flood prevention 
was issued recently. The demand was made 
by George A. Davis, president of the Okla- 
homa Gas & Electric Company. 

In a strongly worded statement, Davis asked 
Wright to reveal what part of ‘the a: proxi- 
mately $25,000,000 invested in the dam by tax- 
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payers was being applied toward flood con- 
trol. “Most certainly the people of Oklahoma 
are entitled to know this,” Davis said, “and 
I am asking Mr. Wright to make a public an- 
nouncement of these seth 

Davis suggested that Wright’s policy in op- 
erating the dam had been to generate un- 
needed electric power, thus attracting greater 
revenues, rather than affording flood protec- 
tion to the state’s farm lands. 

“Ever since the recent floods on the Grand 
and Arkansas rivers, Mr. Wright has been ex- 
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tremely vocal in attempting to defend his op- 
eration of the dam,” Davis continued, “but he 
has not included in any of his statements just 
how much of the people’s money spent on 
the dam is charged to flood control and how 
much against electric power. It is my belief 
that the thousands of farmers in the valleys 
of eastern Oklahoma are more interested in 
flood control than they are in having more 
power dams, particularly at a time when they 
have just witnessed the rivers’ devastation 
amounting to many millions of dollars loss in 
fertile lands, crops, and livestock, and at a 
time when they have all the electric power 
they can use.” 

Management of the dam, at first under con- 
trol of the state Grand River Dam Authority, 
has since been transferred to the Federal 
Works Agency. Its revenues now are turned 
over to the Federal government. A lease price 
is to be paid the state. 


Bus Fare Cut Ordered 


HE state corporation commission last 

month issued an order reducing Oklahoma 
City bus and street-car fares to 4 tokens for 
25 cents, effective June 21st. 

The commission’s order was issued after a 
formal hearing in which testimony was taken 
from Paul Reed, commission auditor. Judge 
Edgar S. Vaught cleared the way on June 18th 
in Federal court for the commission’s action 
when he approved the agreement of Robert K. 
Johnston, trustee, and attorneys for the Okla- 
homa Railway Company with corporation com- 
mission attorneys. 

Under the new schedule of fares, bus and 
street-car tokens are 4 for 25 cents instead of 
2 for 15 cents. 

Reed estimated the fare reduction would re- 
duce revenues of the company about $400,000 
a year. 


Tennessee 


Power System Causes Tax Loss 


HATTANOOGA’S loss of approximately $160,- 
+ 000 in total tax revenues resulting from 
the transition from a privately operated power 
system to the present system of public power 
was revealed recently by City Treasurer Alvin 
Shipp. 

The city government is attempting to obtain 
additional returns in some manner from the 
electric power board of Chattanooga to help 
meet increased expenditures for the fiscal year 
beginning July 1st and the tax revenue loss in- 
curred at the inception of the public power sys- 
tem was pointed to as one reason for the “fair- 

of increased contributions from the 
power board to the city. 

The tax books show the Tennessee Electric 
Power Company paid the city approximately 
$180,000 annually in taxes. When the power 
board took over, the “tax replacement” pay- 
ments to the city by the board were set at 
$135,000 a year—payments made in lieu of 
taxes paid by TEPCO on properties taken 
over by the power board. 


When TEPCO was dissolved, the coach line 
operated by it became a separate unit under 
the name of Southern Coach Lines and as 
such pays an annual tax to the city of $22,000, 
making a total at present from the power 
board and the coach line of $157,000 annually 
in taxes. This amount, it was pointed out, falls 
ag of taxes previously collected by $23,- 


In addition, the city collects no taxes direct- 
ly on the Market street portion of the power 
building occupied by the Tennessee Valley 
Authority. Instead, the state collects the taxes, 
at the city rate of $2 per $100 assessed value, 
and returns only half, or $16,478 per year to 
the city. Because of this, the city loses $16,- 
478 per year on the TVA quarters, as that por- 
tion of the power building formerly paid $32,- 
956 annually in taxes. 

Total losses on transition from private to 
public operation of the power system, there- 
fore, were set at $39,871 per year, which will 
reach a total of $159,484 at the end of the 
current and fourth year of public power op- 
eration. 


Texas 


Rate Issues Studied 


UESTIONS of how to reduce domestic elec- 

tric rates and make other concessions 
without impairing reserve funds of the Dallas 
Power & Light Company were discussed by 
officials of the utility and the city of Dallas 
recently in the office of Utility Supervisor J. 
W. Monk. 
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Previously, councilmen discussed the status 
of the company’s reserve accounts and what 
the effect would be if the authorized return is 
cut, rates are reduced, and a 4 per cent gross 
receipts tax is put into effect, together with 
some other franchise changes. 

George L. MacGregor, president, and W. H. 
Clark, Jr., attorney for the company, presented 
their side of the picture in the negotiations at 
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the meeting. They insisted that the company 
must have a guaranteed reserve earning power 
to protect the property in the future, particu- 
larly in the postwar period when many re- 
pairs and replacements must be made that the 
war now prevents. 


The city so far has declined to guarantee a 
reserve and depreciation account and a 10-year 
moratorium on possible purchase of the utility 
property by the municipality, as company offi. 
cials have asked. 


Utah 


Seeks Part in Rate Case 


Aa that rates charged Army installa- 

tions in Utah by the Utah Power & Light 
Company are “highly exorbitant and excessive, 
resulting in the dissipation of extensive War 
Department funds earmarked for the prosecu- 
tion of the war,” the Ninth Service Command 
recently filed a petition in intervention in the 
state public service commission’s rate case 
against the power company. 

The petition, which estimated that Army in- 
stallations will buy $866,872 worth of elec- 
tricity from UP&L in the next twelve months, 
set forth that the War Department has at- 
tempted without success to negotiate lower 
rates from the company. It said the company 
had indicated a willingness to enter into in- 
formation negotiations, and on May 13th the 
War Department submitted to the company 
the results of extensive studies it had made. 
They were sent by company officials to New 
York for analysis by Ebasco Services, Inc., 
and on June 11th a representative of the War 
Department was informed “that the company 
had heard from its New York management 
and consultant company and that... (UP&L) 
was not now interested in negotiating with the 
War Department.” 

The Army asked that it be heard regarding 
the distribution of any possible reduction in 
power rates which might be ordered by the 
commission, and that it be allowed to file a 


report and analysis with suggested new rate 
schedules. 

The petition alleged further that “efforts to 
negotiate even the most obvious rate incon- 
sistencies were of no avail.” 


Power Case Appeal Filed 


A REQUEST that the state public service com- 
mission grant, “without modifying re- 
strictions or conditions,” the pending applica- 
tion of Utah Power & Light Company to ac- 
quire properties of Utah Light & Traction 
Company so that the Securities and Exchange 
Commission can have a free hand in “simpli- 
fication of the Utah Power & Light system cor- 
porate and capital structures,” was submitted 
to the commission last month. 

It came from a group of thirteen Salt Lake 
citizens who claim to represent a large block 
of preferred stockholders. The statement set 
forth there are 14,000 such stockholders, 6,000 
in Utah and 1,600 in adjoining states, it was 
reported. 

At the hearing on the power company’s ap- 
plication, witnesses of the commission staff 
proposed that the acquisition be allowed only 
on condition that $30,000,000 worth of com- 
mon stock, allegedly representing no actual in- 
vestment, be eliminated. If this were done, the 
Electric Bond and Share Company would lose 
its present control of the Utah Power & Light 
Company. 


Wisconsin 


Carrier Pacts Signed 


OVERNOR Goodland last month signed 

reciprocity agreements between Wiscon- 

sin and Nebraska, Iowa, South Dakota, Michi- 

gan, Minnesota, and Ohio, all effective July Ist, 

covering motor carrier registration, permit 
fees, and taxes. 

Agreements had been made previously with 
Illinois and Indiana, subsequent to legislative 
approval of reciprocity agreements during the 
current session of the state legislature. The 
agreements recently signed extend reciprocity 
as far as the laws of respective states permit 
to all the states bordering on Wisconsin. 

The agreements negotiated for Wisconsin 
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by the motor vehicle department do not exempt 
interstate for-hire carriers from the require- 
ments of filing insurance with the department, 
and obtaining of operating authority from the 
state public service commission. 

With the exception of Minnesota and Iowa, 
full and complete reciprocity is extended to 
interstate for-hire operators on registration 
fees, permit fees, and taxes. 

The Minnesota agreement extends reciprocity 
only to private carriers and those for-hire car- 
riers transporting petroleum products or live- 
stock. The Iowa agreement differs from the 
other agreements in that common carriers 
from Wisconsin operating in Iowa will have to 
pay the Iowa compensation tax. 
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The Latest 
Utility Rulings 


“Supersession”’ Doctrine and War Taxes 
Discussed in Rate Case 


ONCLUDING that it was unnecessary 

to establish a fair value or fair rate 
of return for the New Haven Water 
Company, because indicated returns on 
any base submitted would not be exces- 
sive, the Connecticut commission found 
that filed rates were not unreasonably 
high. Aside from the more usual factors 
in rate cases, the commission considered 
the doctrine of “supersession” and also 
war taxes. 

A witness for the city of New Haven 
contended that the old property of the 
company should be depreciated further 
by more than $2,000,000. He admitted 
that the books of the company reflected 
the investment of money that had actu- 
ally been made. It was his contention 
that an additional investment of some 
$2,000,000 should be made to complete 
one development, and, if made, would 
render much of the old property obsolete. 
The commission said : 

Supersession, as he used the term, is 
identical with functional depreciation. He 
thus expressed the opinion that the company’s 


property used and useful in the public service 
is $12,500,000 in value for rate-making pur- 


. Bauer insisted that he subscribed 
doctrine of prudent investment 
in establishing a rate base. He was asked if 
his doctrine of supersession did not represent 
“the cost of reproducing the service” so far 
as the additional expansion of Lake Gaillard 
is concerned. His answer to this query was 
“yes,” in substance, that is, he arrived at the 
same result but by a different process of rea- 
soning ... Doctor Bauer submitted a memo- 
randum in which he attempted to differen- 
tiate between the doctrine of supersession 
and that of the cost of reproducing the serv- 
ice. The commission is unable, from an ex- 
amination of this memorandum, to see that 
there is any substantive difference between 
the two concepts. 


Since the witness admitted his fa- 


miliarity and concurrence with Legisla- 
tive Document (1930) No. 75, of the 
state of New York incorporating a 
criticism of the reproduction cost theory, 
the commission said it was difficult to 
reconcile his answers to questions with 
his theory of supersession. He could not 
“consistently use prudent investment in 
those cases in which it supports his 
claims and, at the same time, reject 
prudent investment, substituting there- 
for the cost of reproducing the service 
or supersession, in those cases in which 
prudent investment does not support his 
contentions as to fair value.” 

Testimony by a witness for the com- 
pany as to a fair value of $25,000,000 
was also criticized. He had estimated re- 
production cost at $28,010,000 and book 
cost at $18,373,720, before deduction of 
a depreciation reserve which would bring 
it down to $14,592,788. The weight given 
to reproduction cost, said the commis- 
sion, was not justified. 

Inclusion of a substantial amount for 
going concern value with respect to which 
there was no evidence was criticized with 
the statement that going concern value 
as an element of value has been mini- 
mized or discredited in recent decisions 
of the Supreme Court, particularly where 
a reproduction cost estimate containing 
allowances for miscellaneous cost of con- 
struction has been a primary factor in 
establishing a rate base. 

On the question of war taxes the com- 
mission stated : 


The city of New Haven, through its ex- 
pert witness, Doctor Bauer, claimed that 
war taxes should not be deducted as an op- 
erating expense in arriving at a fair rate of 
return. 

Doctor Bauer claimed that such taxes 
should fall properly upon the stockholders 
and represent the contribution of the own- 
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ers to the cost of promoting the successful 
outcome of the war. No court, so far as the 
commission knows, has, as yet, passed upon 
the propriety of the exclusion of war taxes. 
In the current case the issue is academic in 
that the exclusion of the war taxes would 
necessitate, as a means of maintaining the 
integrity of the investment and insuring the 
ability of the company to render adequate 
service, an appropriate modification in what 
constitutes a fair return. Hence, the tabula- 


tion set forth .. . includes all taxes. Irre. 
spective of what name is attached to present 
taxes there is little prospect that tax rates 
in the proximate future will revert to the 
prewar levels and thereby enable the New 
Haven Water Company to absorb them with- 
out making an appropriate reflection in its 
rate of return. 


Re New Haven Water Co. (Docket No, 
7075). 


e 
Policy Stated As to Earnings during War Emergency 


Be Pennsylvania commission has 
adopted a “statement of policy” as 
to earnings during the war emergency. 
Increased earnings are noted although 
there has not been a corresponding rise 
in capital investment, because of the 
larger demand for utility services by in- 
dustry, occasioned by war, the limita- 
tions and restrictions placed on utility 
capital investment, and the indirect effect 
which heightened industrial activity has 
upon the spending practices of various 
consumer groups. 

Whether or not this increase in earn- 
ings has resulted in an unreasonable re- 
turn, said the commission, is determina- 
ble only after full consideration of a 
utility’s affairs. The artificial economic 
situation produced by the war program 
renders difficult an adjudication of rates 
which would be fair and reasonable both 
now and after the war. 

The commission takes cognizance of 
the increased speed and continuous use 
of equipment required to meet demands 
for service; the departure from mainte- 
nance routine occasioned by continuous 
use, as well as by the scarcity of mainte- 
nance personnel and materials; and, in 
some instances, the installation of equip- 
ment of a character or capacity suitable 
for war-time needs, which may or may 
not be useful in the public service when 
peace-time operation is resumed. 

On the basis of these facts the com- 
mission has stated that it expects the pub- 
lic utilities to offset war-time costs 
against war-time revenues, to the end 
that depreciation now being suffered, 


and maintenance now being deferred, 


shall not be offered as arguments in sup- 
port of postwar rate increases, or to pre- 
vent postwar rate reductions. 

The fact that many war-time inventions 
have peace-time applications and thereby 
speed the obsolescence of prewar devices 
is recognized, as well as the fact that the 
industry may require large quantities of 
cash when the war is ended to provide 
newest equipmnet and modern service. 


The commission, therefore, has issued 
the following declaration of policy: 


(a) That it is imperative that public utili- 
ties maintain a strong financial position 
throughout the war emergency, to the end 
that they may render prompt and uninter- 
rupted service during said emergency and 
that they may enter the postwar period pre- 
pared to promptly take up the matter of de- 
ferred maintenance and the rehabilitation of 
their properties. 

(b) That the commission deems it inad- 
visable to institute formal investigations into 
the reasonableness of existing rates which 
appear to be producing increased earnings as 
the result of an artificial economic situation 
created by war conditions. 

(c) That the commission invites the co- 
6peration of all public utilities in refraining 
from the payment of dividends or owners’ 
salaries materially higher than similar pay- 
ments in peace time to the end that cash may 
be conserved to adequately meet postwar 
conditions; but that without such codper- 
ation the only alternative left to the com- 
mission is to institute an investigation into 
the rates, depreciation, and maintenance 
practices and other related affairs of any pub- 
lic utility showing abnormal earnings. 


Commissioner Buchanan dissented, 
expressing the opinion that postpone- 
ment of action on excess earnings is a 
violation of law. Re Earnings During 
War Emergency. 
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THE LATEST UTILITY RULINGS 


Damages for Discriminations 


Texas court held that electric power 
Aand light companies could not re- 
cover damages because of a company’s 
unlawful discrimination against them by 
charging them at franchise power rates 
for power only while illegally charging 
other customers situated in similar cir- 
cumstances the same rates for both pow- 
er and light, where the latter were not 
competitors of the consumers discrimi- 
nated against. 


Discrimination against certain custom- 
ers by charging them for power only at 
published rates while illegally chargmy 
other customers the same rates for both 
power and light, although discriminatory, 
was held not to constitute an over- 
charge which could be used as a measure 
of damages, since an overcharge means 
a charge of more than is permitted by 
law. Texas Power & Light Co. .v. 
Cousal et al. 170 SW (2d) 278. 


7 


Town Not Required to Continue Service 
Beyond Corporate Limits 


PON the filing of a complaint by the 

town of Whitehall alleging that it 
had been furnishing service for several 
years beyond corporate limits without 
legal authority and asking the commis- 
sion to direct that it cease operations be- 
yond corporate limits, the Montana com- 
mission held that it had no jurisdiction 
either to compel the town to furnish serv- 
ice or to prevent it from discontinuing 
service, and, since the town desired to 
discontinue the same, no order of the 
commission was necessary. 

Continuance of the extension, the 
town asserted, would impose upon tax- 
payers a burden of operating a utility at 
a loss, and if it were to replace the exten- 
sion, which was wearing out, the oper- 
ation thereof would be at a loss and a 
burden upon the taxpayers. 

It was said to be a well-recognized rule 
of law followed by the Montana Supreme 
Court that a city or town has only such 
authority as is conferred upon it by ex- 


press legislative declaration or necessary 
implication; and where there is a fair 
and reasonable doubt as to the existence 
of a legal power, it must be resolved 
against the municipality and the power 
denied. Power had been granted to the 
town to supply water to its inhabitants, 
the commission held, but no power was 
granted to furnish water to persons out- 
side of the corporate limits. 

The commission declared that it had 
no authority or jurisdiction to compel a 
municipality to do something which it 
cannot legally do. The commission also 
added that even if the town possessed 
power to extend its water supply service 
beyond its corporate limits, it could not 
be compelled to do so at a loss, and, if the 
commission should undertake to compel 
such operation, it would be depriving the 
town and its taxpayers of property with- 
out due process of law. Whitehall v. Roe 
et al. (Report and Order No. 1808, 
Docket No. 3410). 


e 


Customers Not Intervening Are Entitled to Reparation 


CONTENTION that customers who 
had not become parties to a repara- 
tion proceeding were barred from an 
award of reparation was overruled by 
the Pennsylvania commission. The utili- 
ty company alleged that no reparation 


should be awarded to the patrons affected 
by the rate order if they had not filed a 
complaint or petition within the time 
limit prescribed by law. 

The commission quoted from its deci- 
sion in Manning v. Newville Water Co. 
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(1933) 111 Pa Super Ct -229,.3 
PUR(NS) 370, 169 Atl 254, where it 
was said that the commission was created 
not only for the protection of the service 
company but also for the consumer, and 
that an order of the commission declar- 
ing that a proposed rate was unjust and 
unreasonable redounds to the benefit of 
every consumer who has paid an unrea- 
sonable rate, regardless of whether he has 
joined as a complainant. 

Under this holding, the commission 
held, all the patrons of the company pay- 
ing rates found to be excessive are en- 
titled to reparations for a period fixed in 
accordance with the decision in Chelten- 
ham & A. Sewerage Co. v. Public Utility 
Commission (1942) 344 Pa 366, 43 
PUR(NS) 477, 25 A(2d) 334. The 
commission said it need not therefore 
consider the effect of the Public Utility 
Law provision that “any order of the 


e 


commission awarding a refund shall be 
made for and on behalf of all patrons 
subject to the same rate of the public 
utility.” 

The commission continued: 


The practice under Article V, § 5, of the 
Public Service Company Law accorded with 
our interpretation of the controlling rule, as 
ylang by the commission decision in All. 

day v. Chambersburg Gas Co. (1937) 16 Pa 
PSC 566, 583, 20 PUR(NS) 329, wherein 
reparations were ordered paid ‘ to all and 
every consumer” who had paid the excessive 
rates. 

As a practical matter, it is clear that 
record identification of consumers entitled 
to reparation is very helpful to proper and 
speedy determination, and it is also obvious 
that the avoidance of an avalanche of indi- 
vidual consumer petitions separately filed is 
very desirable. 


Davis et al. v. Cheltenham & Abington 
Sewerage Co. (Complaint Docket No. 
10967). 


Company Not a Public Utility after Losing Property 


On Foreclosure 


PETITION by bondholders of the 

Frackville Sewerage Company 
seeking to restrain the delivery of $15,- 
000 of bonds of the company to three 
lawyers allegedly in payment for serv- 
ices was dismissed by the Pennsylvania 
commission for lack of jurisdiction. The 
petitioners sought commission action 
under statutes relating to the registration 
of securities and obligations of sen? 
utilities. 

The company some years ago had is- 
sued bonds but had defaulted in the pay- 
ment of interest on the bonds. Fore- 
closure took place in 1938 under the 
mortgage and ultimately all the assets 
except the charter and some accounts re- 
ceivable were sold at public auction. Un- 
der these circumstances the commission 
held that the company was not a “public 
utility” as defined in the Public Utility 
Law, and, therefore, the commission 
could not exercise its jurisdiction to void 
securities issued in violation of the stat- 
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ute relating to registration of securities 
“by every public utility.” 

A public utility, it was pointed out, 
must own or operate equipment or facili- 
ties used in rendering any of the desig- 
nated services. This company neither 
owned nor operated any equipment or fa- 
cilities. It had been divested of them in- 
voluntarily by foreclosure. Its charter 
and accounts receivable were not “equip- 
ment or facilities.” 

Reference was made to the decision in 
New Street Bus Co. v. Public Serv- 
ice Commission (1921) 271 Pa 19, 
PUR1922A 404, 114 Atl 378, where it 
was held that the term “facilities” cannot 
be applied to passive lessor companies. 
Attention was also directed to a ruling in 
Swarthmore v. Philadelphia, M&S 
‘Street R. Co. (Pa 1921) PURI921E 
252, where it was held that a railway that 
had leased all of its property did not 
come under the jurisdiction of the com- 
mission. Re Frackville Sewerage Co. 
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THE LATEST UTILITY RULINGS 


Other Important Rulings 


HE Wisconsin commission, in au- 
thorizing an increase in municipal 
water rates, ruled that it was without 
jurisdiction to establish a rate on a retro- 
active basis. Re City of Wauwatosa 
(2-U-1884). 


Upon a showing that the Indiana com- 
mission had held a hearing and entered 
an order or orders approving the sale of 
the physical assets, franchises, and per- 
mits of Indiana Gas Utilities Company 
to the Terre Haute Gas Corporation, the 
supreme court of Indiana held that no 
good purpose would be served by re- 
quiring the parties to restore the status 
quo ante as ordered by the judgment of 
the Clay Circuit Court, which had been 
afirmed by the supreme court in Terre 
Haute Gas Corp. v. Johnson (1942)— 
Ind —, 47 PUR(NS) 115, 45 NE(2d) 
484; and the court directed that the man- 
date be modified by striking from the 
final judgment the part requiring Terre 
Haute Gas Corporation to reconvey to 
Indiana Gas Utilities Company all of the 
property attempted to be sold and con- 
veyed pursuant to a former commission 
order held by the court to be invalid. 
Terre Haute Gas Corp. et al. v. Johnson 
et al. 48 NE(2d) 455. 


The Supreme Court of the United 
States has held that competitive condi- 
tions which would justify and render 
nondiscriminatory a reduction in the line- 
haul tariff on a particular route would 
likewise justify a reduction and render 
it nondiscriminatory if made in the load- 
ing charge instead, and it was held that 
the commission may look at the whole of 
the railroad services rendered to differ- 
ent shippers to determine whether the 
conditions are such as to justify a dif- 
ference in loading charges. L. T. Bar- 
ringer & Co. v. United States et al. 


Intrastate commutation rates of an in- 
terstate railroad were held by the Su- 
preme Court of the United States not to 
be affected by an order of the Interstate 
Commerce Commission authorizing a 


nation-wide increase in passenger rates, 
in view of the fact that a prior order in- 
creasing such rates restricted the in- 
crease to the 2-cent per mile maximum 
prescribed by state law, and in view of 
the Interstate Commerce Commission’s 
disclaimer of any intention to override 
the state law by the order. Illinois Com- 
merce Commission et al. v. Thomson, 
Trustee. 


The United States Supreme Court 
held that one whose operation as a con- 
tract carrier by motor vehicle on July 1, 
1935, was in the service of a particular 
type or class of shippers for whom he 
transported goods of a miscellaneous 
character was not entitled, under the 
“grandfather clause” of the Motor Car- 
rier Act, to a permit entitling him to 
haul the same items in the specified terri- 
torial limits for anyone who might 
choose to employ him. Noble v. United 
States. 


The New York commission, in a pro- 
ceeding relating to the rates of a power 
company, held that excavation in con- 
nection with structures has no useful 
value without such a structure and should 
be treated as an item of the cost of con- 
struction of the structure and should be 
depreciated in harmony with the struc- 
ture itself. The commission further dis- 
approved the theory that because wire in 
distribution and transmission systems 
appears to be in good condition, there is 
no depreciation in the wire, since depre- 
ciation is intended to represent the ex- 
pired service life and wire does not re- 
main in service in the lines indefinitely 
and to infinity. Re Deer River Power 
Co. (Case 10058). 


The Kentucky Court of Appeals held 
that the Public Service Commission Act 
did not deprive municipalities of the 
power to require public utilities to place 
wires underground and to remove from 
the streets all poles on which wires are 
strung. Benzinger et al. v. Union Light, 
Heat & Power Co. 170 SW (2d) 38. 
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Discontinuance of a station agency, ac- 
cording to the Colorado commission, is a 
matter of managerial discretion, and, un- 
less the management acts arbitrarily in 
the exercise of such discretion, the com- 
mission cannot interfere with its deci- 
sion. Re Chicago, Burlington & Quincy 
R. Co. (Investigation and Suspension 
Docket No. 247, Decision No. 20817). 


Certificates of public convenience and 
necessity, according to a statement of the 
supreme court of Ohio, are granted for 
the benefit of the public and not the re- 
cipients of the certificates, and antici- 
pated benefits to the applicants or possi- 
ble detriment to other certificate holders 
are only incidental and_ secondary. 
Adams v. Public Utilities Commission, 
47 NE(2d) 773. 


Mere proof of an agreement between 
a contract motor carrier and a shipper 
for the carriage of materials does not af- 
ford a sufficient basis for the granting of 
a permit for such carriage over the pro- 
test of an existing common carrier who 


is ready and prepared to meet adequately 
and satisfactorily the needs of the ship- 
per, according to a ruling of the supreme 
court of Ohio. Jones v. Public Utilities 
Commission, 47 NE(2d) 780. 


A consignee of freight, according to 
a ruling in Indiana, becomes liable for 
the payment of freight charges when he 
accepts delivery of the goods whether 
the charges are demanded at the time of 
delivery or at a later date, and such lia- 
bility may be incurred when there is no 
physical delivery to the consignee or 
when there is constructive delivery as 
when the consignee reconsigns the ship- 
ment. Pennsylvania Railroad Co. v. 
— (F. E.) Lumber Co. 47 NE (2d) 
158. 


Authorizing a railroad to discontinue 
agency service at a station and to substi- 
tute custodian service, the Wisconsin 
commission stated that the financial con- 


dition of a railroad station is not the sole 
consideration, but other factors must be 
considered such as proximity of the next 
open station; highway and telephone 
connections between the station and next 
open station; motor carrier service to 
and from the community affected; num- 
ber and character of trains serving the 
station ; nature of the area served by the 
station; the trend of the business at the 
station and reasons therefor; effect of 
the closing on mail, telegraph, and ex- 
press business ; efforts of the railroad to 
retain or increase business at the station; 
and prospects of increased business. Re 
Thomson (Chicago & Northwestern 
Railroad Co.) (2-R-1470). 


The supreme court of Kansas held 
that a person agreeing to transport prop- 
erty of another, for a consideration, by 
motor vehicle from points in Kansas toa 
destination in Colorado, under a contract 
requiring him to own and operate and 
have full control of his equipment in- 
cluding the drivers, to pay all expenses 
of operation, and to furnish his own lia- 
bility insurance and Kansas state license 
tax, and the other person to furnish and 
pay for all other necessary permits, li- 
censes, and mileage fees required by 
state law, is, in the performance of such 
contract, a contract motor carrier of prop- 
erty for hire within meaning and intent 
of the Kansas statute, and is required to 
have a contract carrier’s license. Roddy 
v. Hill Packing Co. 137 P(2d) 215. 


Where it was contended that the fact 
that a railroad itself was taking the bulk 
or all of the output of gravel shipped at a 
station and that this emphasized the ne- 
cessity of maintaining an agent, the Wis- 
consin commission said that to hold that 
an agency must be maintained because 
the carrier itself creates the greatest part 
of the business is an encroachment upon 
the function of management which is not 
warranted unless adequate service to the 
public is impaired thereby. Re Chicago, 
MStP&PR. Co. (2-R-1450). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE DEDHAM & HYDE PARK GAS & ELECTRIC CO. 


MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Dedham & Hyde Park Gas & 
Electric Company 


[D.P.U. 6895.] 


Rates, § 181.1 — Increase during war — Cost of living — Earnings and cost. 

A gas utility company should not be permitted to increase rates which 
would result in an increase in cost of living during war conditions, even 
though stockholders have endured a long period without dividends, when 
an increase in the cost of gas due to increased fuel cost is largely eliminat- 
ed by fuel clauses contained in existing rate schedules, the company has 
recently carried increasing amounts to surplus, and the prospect is that 
earnings will continue to improve during the war. 


[May 17, 1943.] 


Kearse of proposed increases in gas rates; proposed 


rates disallowed. 


By the DEPARTMENT: The sched- 
ules of proposed rates and charges 
for gas herein considered were filed 
with the Department on August 14, 
1942, the same to become effective on 
September 1, 1942. The company 
represents that the schedules would 
increase its revenues approximately 
$22,000 and that the increase is nec- 
essary to enable the company to meet 
the progressively larger expenditures 
incident to the cost of doing business. 

Subsequent to the filing of these 
schedules the Department entered up- 
on an investigation upon its own mo- 
tion as to the propriety of the rates 
and charges embodied therein and the 
operation of the schedules has been 
suspended from time to time, the last 
suspension voted being to June 1, 
1943, 

Public hearings were held by the 
Department on September 10, Sep- 
[17] 
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tember 24, and October 8, 1942. The 
city of Boston and the town of Ded- 
ham, represented by the corporation 
counsel and the town counsel, respec- 
tively, and representatives in the gen- 
eral court and customers of the com- 
pany registered protest to the proposed 
increase at the hearings. On October 
20, 1942, the company served notice 
with the Director of Economic Stabi- 
lization that they proposed to make 
effective increases in its schedule of 
rates and charges for gas and consent- 
ed to the intervention by the office of 
the director in the proceedings before 
the Department. The Department 
withheld its decision in the matter to 
enable the Office of Price Administra- 
tion to give full consideration as to 
their position. On March 25, 1943, 
a letter was received from the Director 
of the Transportation and Public Util- 
ities Division of said office, stating 
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that the office did not seek a formal 
hearing but that the “decision not to 
intervene should not be construed or 
interpreted as a consent to or agree- 
ment with any of the contentions ad- 
vanced by the company in the proceed- 
ing before the Department.” The 
body of the letter advanced the rea- 
sons for their opposition to the in- 
crease. 

Although the proposed new rates 
provide for an increase in approxi- 
mately 92 per cent of the monthly bills 
rendered by the company, about 7 per 
cent of the bills rendered would actu- 
ally be decreased. 

The estimated effect of the various 
changes in the rates and charges on 
the revenues of the company are as 
follows: Under the General Rate 


M.D.P.U. No. 18 a net increase in 
revenue of $21,330; Optional Rate 
(Refrigeration, etc.) M.D.P.U. Nos. 


9 and 10, a net increase of $720; 
Kitchen Heating Rate M.D.P.U. No. 
13, a net increase of $10; Space Heat- 
ing Rate M.D.P.U. No. 16, a net de- 
crease of $50; Building Heating Rate 
M.D.P.U. No. 15, a net decrease of 
$5, and the Commercial-Industrial 
Rate M.D.P.U. Nos. 2 and 12, a net 
decrease of $25. 


The bulk of the increase falls on 
those domestic and commercial cus- 
tomers presently served under the 
General Rate. Over 90 per cent of 
the customers of the company are 
billed under this rate. 

The proposed new General Rate 
increases the gross charge for the first 
200 cubic feet per month from 77 
cents to $1.05. In place of the exist- 
ing charges of 14.5 cents gross per 
hundred cubic feet for the next 29,- 
800 cubic feet per month, 14 cents for 
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the next 70,000 cubic feet, 13.5 cents 
for the next 100,000 cubic feet, ang 
10 cents for the excess above 200,000 
cubic feet, the new rate contains byt 
two additional steps: 14.7 cents gross 
per hundred cubic feet for the next 
1,800 cubic feet following the firs 
two hundred and 13 cents gross per 
hundred cubic feet for all gas used in 
excess of 2,000 cubic feet per month, 
The company also proposed to change 
the present discount provisions of one 
cent per hundred cubic feet for the 
first 200,000 cubic feet used per month 
to a flat 5 per cent discount on the bill 
if paid within fifteen days. 

There are considerable changes in 
the other proposed new rates, com- 
prising both increases and decreases; 
but they affect a comparatively small 
number of customers and the net re- 
sult is negligible. 

The Dedham and Hyde Park Com- 
pany supplies gas to customers in the 
Hyde Park section of the city of Bos- 
ton, the town of Dedham, and a 
small part of the town of Westwood. 
The plant investment of the company 
on December 31, 1942, was $931,628. 
There is outstanding common stock 
of the par value of $500,000 with 
premiums paid in thereon of $52, 
845. As of December 31, 1942, the 
company had borrowings on open ac- 
count of $220,000 from the New 
England Gas and Electric Association, 
upon which interest at the rate of 4 
per cent per annum is now being paid. 
As of the same date the depreciation 
reserve was $249,480 and the surplus 
of the company showed a deficit of 
$67,462. This deficit has arisen as 
the result of operating losses in years 
prior to 1941. 

An exhibit filed by the company at 
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RE DEDHAM & HYDE PARK GAS & ELECTRIC CO. 


the hearings shows that its operating 
losses from 1932 to 1940 amounted 
in all to $97,859. It further shows a 
decrease in consumption by general 
service customers from 22,100 cubic 
feet per year in 1932 to 13,950 cubic 
feet per year in 1940, with a drop in 
revenue per customer from $39.10 per 
year to $25 and a total revenue drop 
of $99,400. A portion of this de- 
crease is made up by revenue received 
under new promotional classifications, 
such as water, kitchen, and space heat- 
ing schedules, under which is included 
revenue for cooking, etc., formerly in- 
cluded in the revenue under the Gen- 
eral Rate. 

The company, like all gas compa- 
nies in the commonwealth, has gone 
through a transition period and is 
still going through such a period. In 
order to hold its cooking and water 
heating customers it has made effec- 
tive promotional rates in an effort to 
induce customers to use gas for all 
purposes. The effect of these new 
rates has been to increase considerably 
the number of cubic feet of gas sold, 
out at rates which have reduced the 
average revenue per thousand cubic 
feet of gas sold from $1.64 in 1932 to 
$1.21 in 1940. 


The company showed net earnings 
of $8,189 in 1941 and $12,416 in 
1942. 

The net income for 1942 may be re- 
duced below the above figure, as the 
company has been billed for property 
taxes by the city of Boston in an 
amount exceeding the amount accrued 
for the year by the company by $2,- 
521.50, which will have to be charged 
against the income for 1942 if the 
company loses its pending appeal be- 
fore the appellate tax board. There 
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is also a Federal income tax credit of 
$1,171.21 resulting from the inclu- 
sion of the company’s net taxable in- 
come in the Consolidated Income Tax 
Return of the New England Gas and 
Electric Association, which may or 
may not recur. The fact, however, 
remains that the earnings of the com- 
pany for 1942 exceeded the earnings 
for 1941 after the payment of in- 
creased costs. The gross increase in 
revenue of $36,871 in 1942 exceeded 
the amount estimated by the company 
under the proposed new rates, due to 
the inclusion of a fuel clause and in- 
creased sales. The cost of purchased 
gas increased $29,818 for the same 
reasons, and because of the increase 
in gas unaccounted for, hereinafter re- 
ferred to. New business expense de- 
creased from $21,623 in 1941 to $13,- 
043 in 1942. Depreciation charged 
to operating expenses increased from 
$17,700 in 1941 to $22,857 in 1942. 
Under the policy of the company to 
charge for depreciation a percentage 
of revenues less maintenance, the in- 
crease in revenue caused the sharp rise 
in the depreciation account. 

The company experienced a large 
increase in gas unaccounted for, from 
3.96 per cent in 1941 to 7.62 per cent 
in 1942. The increased percentage of 
loss in gas wiped out a substantial por- 
tion of the increase in revenue. No 
explanation appears for it in the rec- 
ord. If by greater care in operation 
this loss can be reduced in 1943 and 
subsequent years, the net revenue of 
the company can be substantially in- 
creased. 

In any investigation of the rates of 
the Dedham and Hyde Park Gas and 
Electric Company the purchase of gas 
by the company from the Worcester 
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Gas Light Company must be consid- 
ered, as the purchased gas represents 
over 50 per cent of the total operating 
expense. 

Prior to 1927 the Dedham and 
Hyde Park Company purchased its 
gas requirements from the Boston 
Consolidated Gas Company and a 
predecessor company as far back as 
the year 1900. The original contract 
called for purchases not exceeding 
40,000,000 cubic feet per year at 30 
cents per thousand cubic feet for a pe- 
riod of twenty-five years. A second 
contract was entered into in 1918 for 
gas in excess of 40,000,000 cubic feet 
at a price of 58} cents, which price in- 
creased by July of 1920 to 924 cents. 
In 1925, at the expiration of the origi- 
nal contract, a new contract was ap- 
proved by the Department for the 
purchase of all requirements at a price 
of 774 cents per thousand cubic feet, 
which represented the average price 
then being paid under both of the old 
contracts. On December 15, 1927, 
the company entered into a 20-year 
contract with the West Boston Gas 
Company (now Worcester Gas Light 
Company). The original cost of gas 
under this contract of 75 cents per 
thousand cubic feet has been subse- 
quently reduced, so that the average 
price paid to Worcester from 1934 to 
1938, inclusive, was 65 cents. A fur- 
ther reduction was effected in 1939, 
so that the average price in 1942, as 
shown by the Dedham and Hyde Park 
company’s report for that year, was 
54.9 cents per thousand cubic feet. 
This we are not prepared to find, up- 
on the evidence before us, to be ex- 
cessive, in view of present production 
costs, limited production capacities, 
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and uncertain sources and quality of 
fuels. 

The Commission recognizes that 
the stockholders of this company have 
endured a long period without divi. 
dends, but finds itself unable to ap- 
prove the rates proposed at this time. 
The tendency of the proposed changes 
in rates is to increase the cost of liy- 
ing during present war conditions, 
While this Department is bound by 
established principles of utility regu 
lation rather than any new principles 
laid down by the Federal government, 
it nevertheless desires to coéperate in 
the prosecution of the war and not to 
increase the cost of any commodity or 
service unless failure to do so would 
involve undue hardship upon the util- 
ity concerned. The prospect that this 
utility may suffer hardship as the re- 
sult of increase in the cost of gas due 
to increased fuel costs is largely elimi- 
nated by fuel clauses now contained 
in its existing rate schedules. During 
the past two years this company has 
carried increasing amounts to surplus. 
The prospect is.that its earnings will 
continue to improve during the war. 
Because of the foregoing, it is our 
feeling that the company, during the 
existence of this improving situation 
and in time of war, should not increase 
its existing rates. Should the net rev- 
enue of the company show a tendency 
materially to decrease instead of to 
increase, doubtless the filing of new 
schedules of rates might be in order. 

Therefore, after notice, _ public 
hearing, investigation, and considera- 
tion, it is 

Ordered: That the proposed rates, 
as set forth in schedules M.D.P.U. 
Nos. 18, 19, 20, 21, 22, and 23, filed 
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ty of with the Department on August 14, Further ordered: That the investi- 
1942, be and the same hereby are dis- gation herein be and the same hereby 
that allowed; and it is is closed. 
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revenue increase amounting to a very small percentage of the aggregate 
revenue (approximately one-tenth of 1 per cent) and not resulting in any 
appreciable change in the earnings at the exchange, is not an application 
for an increase in rates, as any increase in revenue due to the classification 


change is merely incidental, p. 267. 


[May 17, 1943. Rehearing denied June 19, 1943.] 


PPLICATION by telephone company to reclassify public and 

parochial schools, libraries, museums, and certain other 

educational institutions as business service subscribers; reclassifi- 
cation approved. 


By the Commission: Under date 
of March 5, 1942, Wisconsin Tele- 
phone Company pursuant to the pro- 
visions of § 196.20, Statutes, filed 
proposed changes in the rate schedule 
applicable at its Milwaukee exchange. 
The applicant proposed to eliminate a 
special classification of service filed 
for public and parochial grade and 
high schools, which is also being ap- 
plied to some other educational insti- 
tutions, libraries, and museums, and 
to apply in lieu thereof its regular 
business service classification. 

Hearings were held at Milwaukee 
April 1 and 2 and July 23, 1942, be- 
fore Examiner W. A. Anderson; No- 
vember 20, 1942, before Examiner 
Calmer Browy; and January 25, 1943, 
before Commissioner W. F. Whitney 
and Examiner W. A. Anderson. 


APPEARANCES: Wisconsin Tele- 
phone Company, by Francis J. Hart 
and Chester Krizek, Attorneys, Mil- 
waukee; city of Wauwatosa, by Roy 
R. Stauff, City Attorney, Wauwatosa ; 
School District No. 1 of the village of 
Whitefish Bay, by George H. Gabel, 
Attorney, Milwaukee; School District 
No. 11, town of Greenfield State 
Graded School, by Mrs. Clara E. Har- 
rington, District Clerk of the School 
Board, West Allis; State Teachers 


College, Milwaukee, by F. D. Baker, 
Milwaukee; Board of Education, 
West Allies, by Mrs.-Louise Sturm, 
West Allis; Milwaukee University 
School, by Alfred E. Everett, Mil- 
waukee; village of West Milwaukee 
by Edmond H. Lemay, Director of 
the School Board, West Milwaukee; 
city of West Allis, by John C. Doer- 
fer, City Attorney, Milwaukee; vil- 
lage of Shorewood School Board, by 
A. J. Benzing, Secretary, Milwaukee; 
village of West Milwaukee, by Sena- 
tor Allen J. Busby, Milwaukee: Mil- 
waukee School Board, by Harry B. 
Meissner, Chairman of the Finance 
Committee, Milwaukee: of the Com- 
mission staff, H. T. Ferguson, Coun- 
sel, H. J. O’Leary, Chief, Rates and 
Research Department, and K. J. Jack- 
son, Rates and Research Department; 
city of Milwaukee, by Walter J. Mat- 
tison, City Attorney, by Joseph L. 
Bednarek, Assistant City Attorney, 
Milwaukee, Walter Rilling, Secretary 
of the Milwaukee School Board, Mil- 
waukee, and William Boyd, Purchas- 
ing Agent; Archdiocese of Milwau- 
kee, by Rev. E. J. Goebel, Superin- 
tendent of Catholic Schools, Milwau- 
kee; Office of Price Administration, 
by Bruno V. Bitker, State Counsel, 
and Thomas E. Fairchild, Assistant 
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State Counsel, Milwaukee; Milwau- 
kee School Board, Milwaukee Voca- 
tional School, by Walter Rilling, Sec- 
retary, William Boyd, Purchasing 
Agent, Milwaukee School Board, 
Robert Otis, Business Manager, and 
Milwaukee Vocational School; Mil- 
waukee County Pharmacists Associa- 
tion, by Herbert L. Mount, Attorney, 
Milwaukee. 

Briefs were filed by Messrs. Hart, 
Bednarek, and Gabel. Oral arguments 
by Messrs. Hart, Bednarek, and Fair- 
child were heard by Chairman R. W. 
Peterson and Commissioner W. F. 
Whitney at Madison on March 31, 
1942. 

The Office of Price Administration 
entered a special appearance at both 
the November 20, 1942, and the Jan- 
uary 25, 1943, hearings for the pur- 
pose of calling attention to the so- 
called Second Price Control Act (Act 
of Congress approved October 2, 
1942, Public Law 729—77th Con- 
gress, Chapter 578, 2nd Session) and 
to Procedural Regulation 11 of the 
Office of Price Administration. 

When the matter was argued orally 
the representative of the Office of 
Price Administration took the posi- 
tion that the granting of the request 
of the applicant would constitute a 
general rate increase under the terms 
of the act and that an order of the 
Commission granting the application 
could not be made effective since the 
notice required by the act had not been 
served upon the Office of Price Ad- 
ministration by the applicant. 

Because of our findings herein it is 
unnecessary for us to consider the 
merits of the two principal issues 
raised by the Office of Price Admin- 
istration, namely, the lack or sufficien- 


cy of notice, and whether the proposed 
changes constitute a “general” in- 
crease within the meaning of the Price 
Control Act. 

[1] The application in this pro- 
ceeding was filed on March 5, 1942, 
seven months before the passage of 
the Second Price Control Act on Oc- 
tober 2, 1942. Before the passage of 
the act hearings were held on April 1 
and July 23, 1942, at which all of the 
direct testimony and most of the 
cross-examination were placed in the 
record. However, when the Office of 
Price Administration appeared at the 
November 20, 1942, hearing an ad- 
journment was taken at its request to 
permit the Office of Price Adminis- 
tration to familiarize itself with the 
record. In fact, further hearing was 
deferred until January 25, 1943, more 
than two months thereafter. It should 
also be pointed out that no objection 
has been raised by any party to the 
intervention of the Office of Price 
Administration. 

We are satisfied that we have af- 
forded ample time and opportunity 
for the parties to do whatever was 
necessary to comply with the act. In 
any event responsibility for compli- 
ance with the act rests with the appli- 
cant. In view of its special appear- 
ances it cannot be said that the Office 
of Price Administration has not had 
actual notice of the change in classifi- 
cation of service which the applicant 
seeks to apply. We therefore proceed 
to consideration of the application on 
its merits. 

Soon after the enactment of the 
Public Utilities Law July 9, 1907, the 
then Railroad Commission instituted 
a state-wide investigation involving 
all telephone companies for the pur- 
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pose of determining whether telephone 
rates for service and the application 
of such rates were in contravention of 
the law. In its decision of June 12, 
1908, in Re Free and Reduced Rate 
Telephone Service, the Commission 
recognized two main classifications of 
telephone service; namely, “business” 
and “residence” and also provided 
that certain sub or special classifica- 
tions were permissive.’ Accordingly, 
the applicant established the follow- 
ing classification which, except for 
modifications which have eliminated 
its applicability to certain other edu- 
cational institutions has been continu- 
ously in effect since 1908. 


Public and Parochial Grade and High Schools 

One-party service—Same rate as one-party 
residence 

Party-line service—Same rate as party-line 
residence 

Extension telephone—Same rate as residence 
extension 


Table I sets forth in detail the pres- 
ent rate classification and the number 
of central office lines in service at 


schools in the Milwaukee exchange 
area entitled to the special classifica- 
tion, together with similar data for 
other schools and institutions which 
have for some reason been permitted 
to receive service under the special 
classification or at reduced rates. 
Table I discloses facts evidencing 
serious misapplication of the existing 
special classification. Thus, public li- 
braries, museums, vocational schools, 
and the state teachers college have 
been served at rates supposedly with- 
in the special classification. By its 
own terms, the special classification 
obviously should not have been ap- 
plied to the classes of customers above 
enumerated. Furthermore, the com- 
pany in addition to improperly classi- 
fying some customers, misapplied its 
rates to certain customers which were 
included in the classification. As 
shown in Table I [omitted here] .some 
customers have been charged business 
rates, while others have been charged 
residence rates. In some cases pri- 





' 12 Wis RCR 521, 542. “Finding 2. The 
classification of telephone subscribers into 
‘residence’ and ‘business’ subscribers, with 
higher rates for the latter than for the former, 
is lawful and permissible, not only from the 
point of view of the greater cost of providing 
the business service, but also because of the 
codrdinate principle that a lower residence 
rate is necessary in order that a sufficiently 
large number of subscribers may be secured to 
make the telephone valuable to business sub- 
scribers. It follows that an extension of this 
classification may be made so as to make spe- 
cial provision for schools, hospitals, churches, 
lodges, Christia:. associations, and similar 
bodies and organizations, provided that the 
two principles of cost and of service to other 
subscribers are continually kept in view. A 
uniform treatment of all of these institutions 
for the entire state is impracticable, for the 
reason that the telephone in a church or lodge 
in one locality may be used as much as a busi- 
ness telephone, when it should be charged a 
business rate, while in another it may scarcely 
be used at all, when it can properly be charged 
a rate materially less than the residence rate. 

It should, therefore, be left to each individ- 
ual telephone company to make such a classifi- 
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cation of these institutions in each case and 
to charge such a rate as most nearly accords 
with the actual service furnished and required, 
and bearing a proper relation to its basal resi- 
dence and business rates. 

“In cases. where the persons or administra- 
tive bodies having jurisdiction over this class 
of institutions—schools, churches, hospitals, 
lodges, etc.—do not elect to subscribe for a 
telephone in such institution, it is permissible 
for telephone companies to install a ‘pay tele- 
phone,’ if in their judgment it is in the general 
interest of the service to do so. Certain 
classes of telephone service to newspapers, 
especially toll service, apparently require spe- 
cial consideration because of competitive and 
other conditions. ‘ 

“The classifications and subclassifications 
suggested above should be regarded as per- 
missive and in no sense as mandatory. Wheth- 
er or not a classification shall be made in one 
way or another, depends upon the character of 
the service provided, the conditions under 
which it is provided, and the cost of providing 


“Great care should be exercised in all 
classification in order to avoid unjust discrim- 
ination.” 
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vate branch exchange trunk line serv- 
ice has been billed at residential flat 
rates, despite the fact that the com- 
pany’s lawfully filed schedule of pri- 
vate branch exchange rates makes no 
provision for the application of resi- 
dence flat rates to trunk lines. Final- 
ly, it is apparent from Table I that 
certain schools have been paying busi- 
ness rates, and in so far as the record 
shows have not been given the option 
of obtaining service at the lower rate 
provided in the special classification. 

The administration of rates to the 
customers in question has been lax 
and arbitrary resulting in undue pref- 
erences to some and undue burdens to 
others. 

[2-4] Apparently when the present 
special classification was originally es- 
tablished thirty-five years ago, it was 
the past four decades many changes 


have taken place in the operation and 
administration of the educational sys- 
tem in Milwaukee. The reasonable- 
ness and propriety of the special clas- 
sification must be judged in the light 
of present conditions relating to the 
use of telephone service. To deter- 
mine the reasonableness ‘of the classi- 
fication at the present time principal 
attention must be given to the ques- 
tion of whether the service now fur- 
nished is analogous to the residence 
or business classification. 

Two broad factors are given con- 
sideration in determining whether the 
service rendered is analogous to busi- 
ness or resident service; (1) the 
volume of use and (2) the character 
of the use. Table II below shows the 
volume of usage within the classifica- 
tion as compared with the average us- 
age throughout the exchange. 


TABLE II 


Residence 
1-Party 
Originating Local Messages 
Per Line Per Day 
Milwaukee exchange 
average 
Milwaukee public schools .. 
Cudahy public schools .... 
Fox Point schools 
Shorewood public schools. . 
Wauwatosa public schools.. 21.43 
West Allis public schools.. 11.30 
West Milw. public schools 15.80 
Whitefish Bay public 
schools 
Schools in county 
Parochial schools 


Rate 


22 
2.81 


Rate 


74 
12.01 
11.16 
15.16 
21.01 


4.54 

5.03 

presumed that the character and use 
of service by the schools included with- 
in the classification was comparable 
to residential service. As a matter of 
fact, one of the reasons cited in sup- 
port of the special classification was 
to acquaint the general public and par- 
ticularly householders with the use of 
telephone service. However, during 
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1-P’ty 1-P’'ty 1-P’ty 
Flat Measured Busi- 


6.9 
7.22 


ee 


10.26 


Business Measured Rates 

2-P’ty 

Coin Rural Flat Rate 
Box Residence Business 


2.42 No data 
2.05 


Coin 
Box 


3.64 
2.86 


Semi- 
ness Public 


5.45 
yy 


 genamens 
ee Sate 2 + coe 
649. ae 


2.68 1.00 42 


7.45 i; 
364 324 13 


5.73 


No data 


From the foregoing it is apparent 
that the use of service by schools 
charged the residence flat rate is ma- 
terially greater than the average usage 
by residential customers throughout 
the exchange. In the case of service 
furnished under the business rate, ex- 
cept for Wauwatosa Public Schools, 
the usage appears fairly comparable 


48 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


with the average by business subscrib- 
ers. The city of Milwaukee contend- 
ed that the comparison in Table II is 
not truly representative, primarily be- 
cause a considerable number of war 
activities have been centered in school 
buildings which has resulted in an in- 
crease in the use of the service over 
and above normal usage. A check of 
the data indicates that the calling rates 
used were compiled prior to the out- 
break of war, or immediately there- 
after. Consequently, it is doubtful 
whether war activities had any appre- 
ciable effect on the average calling 
rate. By and large these data indicate 
that the volume of use of service is 
not analogous to residence use. 


It is difficult to determine the char- 
acter of the use of the telephone serv- 
ice of any subscriber or group of sub- 
scribers but the testimony in this case 
indicates that at least in the city of 
Milwaukee, the kind of use made of 
school service is quite similar to that 
of business establishments generally. 
The city of Milwaukee, on the other 
hand, contends that service usage at 
schools where the special classification 
is applicable is analogous to house- 
hold usage. The evidence is undis- 
puted that the telephone service in 
Milwaukee schools is not installed for 
social purposes. In fact, the use of 
the service for social purposes is dis- 
couraged and in most cases forbidden. 
The usage of telephone service in the 
schools logically falls in three general 
categories: administrative, academic, 
and extracurricular. All are directly 
related and similar to business usage 
in one form or other. It is clearly evi- 
dent that the Milwaukee school sys- 
tem is a substantial enterprise and 
that like any business comparable in 
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size, telephone service is essential to 
carry out effectively the many admin. 
istrative and clerical duties commonly 
associated with the operation of un- 
dertakings of such magnitude. 

In our opinion the evidence in this 
proceeding has clearly demonstrated 
that telephone service furnished Mil- 
waukee schools is not similar to sery- 
ice rendered residence subscribers, 
Obviously, the telephone services in 
question are not located in residences 
so that, on the basis of the location 
of the subscribers’ instruments, the 
schools would not qualify for residen- 
tial service. The evidence as to vol- 
ume, character, and location of use 
does not support the proposition that 
telephone service rendered schools 
should be furnished under a special 
rate classification. In so far as these 


factors affect the classification of serv- 
ice furnished both public and parochi- 


al schools in the city of Milwaukee, 
the weight of the evidence is convinc- 
ing that such service is reasonably 
comparable to the business service 
classification. No evidence was of- 
fered in the record as to the character 
of the use of telephone service by 
schools outside of Milwaukee but lo- 
cated within the Milwaukee exchange 
area. However, the evidence as to the 
volume of use, the known facts as to 
location of the service, together with 
the reasonable presumption, in the ab- 
sence of evidence to the contrary, that 
character of use is not substantially 
different, all lead to the conclusion 
that suburban schools within the Mil- 
waukee exchange area should be clas- 
sified the same as the schools in the 
city of Milwaukee. We feel that a 
continuation of the present classifica- 
tion constitutes an unreasonable and 
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unjust discrimination in favor of the 
schools affected and adverse to other 
subscribers of the company. 

[5] There appears to be no ques- 
tion but that the classification as filed 
is unjustly discriminatory in_ itself. 
The classification applies only to a 
limited group of schools. Private 
grade and high schools as well as va- 
rious other educational institutions 
cannot qualify for the special classifi- 
cation. True, this discrimination 
could be removed by revising the clas- 
sification to such institutions but, as 
previously stated, it is our opinion that 
there is no justification for such spe- 
cial classification. 

[6] It is estimated that if busi- 
ness rates were applied to all schools 
now receiving service at rates author- 
ized in the special classification, the 
annual revenues of the applicant 
would be increased from a minimum 
of $4,454 to a maximum of $7,600 
per year. The exact amount cannot 
be determined because of the effect of 
the measured service feature of the 
business rates upon the volume of use. 
Additional revenue increases approxi- 
mating $3,000 per year will likewise 
result from the reclassification of in- 
stitutions now improperly classified. 
The total probable revenue increase is 


a very small percentage of the aggre- 
gate revenue in the Milwaukee ex- 
change (approximately one-tenth of 1 
per cent) and will not result in any 
appreciable change in the earnings at 
that exchange. Any increase in reve- 
nue due to a change in classification is 
merely incidental to the purpose of 
this hearing; therefore, this matter is 
not considered by us as an application 
for an increase in rates. 

The Commission finds: 

That the present special classifica- 
tion which provides for the applica- 
tion of residence service rates to tele- 
phone service furnished public and 
parochial grade and high schools at 
the Milwaukee exchange of Wiscon- 
sin Telephone Company is unreason- 
able and unjustly discriminatory. 


ORDER 


It is therefore ordered: 

That the application of the Wiscon- 
sin Telephone Company for authority 
to eliminate the special classification 
filed for public and parochial grade 
and high schools and to apply the 
business service classification in lieu 
thereof at its Milwaukee exchange be 
and is hereby granted effective the 
first billing period subsequent to the 
date of this order. 





FEDERAL POWER COMMISSION 


Re Interstate Natural Gas Company, 


Incorporated 


[Docket Nos. G-132, G-149, Opinion No. 91.] 
Gas, § 2.1 — Jurisdiction of Federal Commission — Exemption of sales in “pro- 


duction and gathering.” 


1. Sales of commingled, purchased, and gathered gas by a natural gas 
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company to pipe-line companies for ultimate public consumption in other 
states are not exempted from the jurisdiction of the Federal Power Com- 
mission by § 1(b) of the Natural Gas Act, 15 USCA § 717(b), as sales 
in the “production and gathering” of gas where the natural gas company, 
transporting the gas to points of delivery, does not consider its transporta- 
tion lines as something separate from its field lines and the pipe lines are 
— as a unit; production and gathering is distinguished from sale, 
p. 272. 
Return, § 11 — Basis — Actual legitimate cost — Adjustments. 

2. The rate base of an interstate natural gas company was held to be the 
actual legitimate cost of the property, including construction work in prog- 
ress used and useful in furnishing service, less existing depletion and de- 
preciation, plus necessary working capital, p. 274. 


Valuation, § 101 — Accrued depreciation — Observed deterioration. 
3. The observed deterioration method of determining accrued depreciation 
of natural gas property is inherently fallacious in that it confuses the ap- 
pearance or physical condition of property with true depreciation, which is 
the using up of its economic or service life, and it does not give considera- 
tion to all factors contributing to the retirement of property; hence it can- 
not reflect the actual existing depreciation, p. 275. 


Depreciation, § 26 — Annual and accrued — Consistency. 
4. Annual depreciation expense and accrued depreciation are merely two 
phases of the same phenomenon, and they must be determined consistently 
or grave injustices will result, p. 275. 


Depreciation, § 39 — Reserve requirement. 
5. The required depreciation reserve of a natural gas company at any given 
time is the accumulated amount of proper annual provisions for deprecia- 
tion, less the cost of property retired, p. 275. 


Valuation, § 104 — Accrued depreciation — Depletion and depreciation reserve 
requirement. 
6. The required depletion and depreciation reserve, but not an excessive 
book reserve, of a natural gas company is the best measure of actual exist- 
ing depletion and depreciation in the properties, p. 275. 
Valuation, § 224 — Construction work in progress. 
7. An amount representing construction work in progress, practically all 
of which represents the cost of plant placed in service before the end of 
the year under consideration, or was placed in service shortly thereafter, 
should be included in the rate base, p. 277. 
Valuation, § 225 — Estimated capital additions. 
8. Estimated capital additions to plant primarily designed to meet increased 
demands for gas should not be included in the rate base when the revenues 
_from a predicted increase in business as a result of such additions are not 
reflected in the test period of operations for rate making, p. 277. 
Valuation, § 289 — Working capital — Elements. 
9. Working capital of a natural gas company consists of two chief elements, 
materials and supplies needed in the business and cash necessary to meet 
operating expenses from day to day pending collection of revenues, p. 277. 
Valuation, § 296 — Cash working capital — Relation to operating expenses. 
10. Cash working capital of a natural gas company is properly related to 
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- operating expenses, since the cash necessary to run the business is that 
which must be available to meet current expenses during the lag between 
the time of rendering service and collection of revenues, p. 277. 


Valuation, § 290 — Cash working capital — Bank balance requirements — Tax 
accruals. 
11. No additional amount should be included in cash working capital of a 
natural gas company for the purpose of maintaining bank balances when 
taxes are accrued and, in effect, collected from customers long before they 
have to be paid by the company and these tax accruals in excess of pay- 
ments will supply adequate bank balances, p. 277. 


Return, § 24 — Reasonableness — Factors considered. 

12. The return of a public utility should equal that generally being made 
at the same time in the same region on investments in other enterprises at- 
tended by corresponding risks, and the return should be sufficient to as- 
sure confidence in the financial soundness of the utility and to maintain its 
credit and enable it to attract the capital necessary for the proper discharge 
of its public duties, but a utility has no constitutional right to profits such 
as = realized by highly profitable enterprises or speculative ventures, 
p. 278. 


Return, § 101 — Natural gas company — Established business. 
13. Six and one-half per cent was held to be a fair annual rate of return 
upon the rate base of a well-established natural gas company whose risks 
had been minimized by ample past and present provisions for depletion 
and depreciation with current high profits and by many established markets, 
p. 278. 


Rates, § 194 — Interstate and intrastate business — Allocation — Classes of serv- 
ice. 

14. Resort to allocations is necessary for the purpose of determining just 
and reasonable rates of the business subject to regulation under the Nat- 
ural Gas Act when properties are used in transactions over which the Fed- 
eral Power Commission has jurisdiction as well as those beyond its juris- 
diction, and where they are also used to render service to customers with 
varying load and other characteristics, p. 279. 


Apportionment, § 4 — Methods — Reasonable cost of service. 


15. A method of allocation which allocates the return along with operating 
expenses, denominated the “reasonable cost of service method,” is more 
practical and easier to understand and apply than the method whereby an 
allocation is made of the cost of physical property and of operating ex- 
penses, p. 280. 


Apportionment, § 31 — Natural gas costs. 

16. Operating costs and return of a natural gas company are distributed 
in two categories: those which relate to production and purchases and 
those which relate to transportation and delivery; and costs relating to 
transportation and delivery are in turn divided as between demand and vol- 
ume costs, p. 280. 

Apportionment, § 9 — Fixed costs — Variable costs — Natural gas company. 
17. Fixed costs of a natural gas company are associated with demand and 
variable costs with volume, but an exception to this rule relates to return, 
Federal and state income taxes, and Federal capital stock taxes, which 
should be allocated on the theory that a part of the return or profits should 
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naturally come from the volume of business and a part from the custom- 
ers’ demand, that is, the capacity of facilities required to render service, 
while income taxes and capital stock taxes are associated with return and 
are, therefore, allocated in the same manner, p. 280. 


Apportionment, § 20 — Production or purchase of gas. 


18. Costs relating to the production or to the purchase of gas by a natural 
gas company, including the operation of field lines, are ciassified as volume 
or commodity costs only, p. 280. 


Apportionment, § 9 — Transportation and delivery costs — Natural gas. 


19. Transportation and delivery costs associated with demand are allocated 
in proportion to each customer’s responsibility for the peak-day demand 
for gas, and such costs associated with volume are allocated in proportion 
to volume or to the volume of gas sold to each customer, p. 280. 


Expenses, § 114 — Federal income taxes. 


20. The applicable Federal income tax rate for 1941 (selected as a typical 
year affording the latest available data) was used in calculating tax re- 
quirements of a natural gas company for rate making in 1943, where the 
record indicated that business would be increased sufficiently to provide 
for the additional tax under recently enacted higher tax rates, p. 282. 


[April 27, 1943. Rehearing denied June 9, 1943.] 


“Kayo by Louisiana Commission against rates of Inter- 
state Natural Gas Company consolidated with Commis- 
sion’s own general investigation of rates; rate reductions ordered. 
Opinion and order modified June 9, 1943, by excluding item of 
$8,762 appearing at page 32 of the opinion (page 283 here) 
applying to distribution companies in Mississippi and Louisiana 
outside of New Orleans, upon finding that reduction in rates 
to such companies resulting from schedules made effective Au- 
gust 1, 1942, represents compliance with Commission’s order; 
and total ordered annual reduction of $1,100,345 teduced to 
$1,091,583. Petition for rehearing denied. 


> 


APPEARANCES: William A. 
Dougherty and C. W. Cooper, New 
York, Henry P. Dart, Jr., and H. 


and Bertrand I. Cahn, Special Assist- 
ant Attorney General of Louisiana, 
for the Louisiana Public Service Com- 


Grady Price, for Dart and Dart, 
New Orleans, Louisiana, and Alden 
T. Shotwell, for Shotwell & Brown, 
Monroe, Louisiana, for Interstate 
Natural Gas Company, Inc.; Hon- 
orable Wade O. Martin, Chairman, 
Honorable John S. Patton, Com- 
missioner, Honorable Nat. B. Knight, 
Commissioner, P. A. Frye, Secretary, 
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mission; William Boizelle, Assistant 
City Attorney, Warren O. Coleman, 
and Edward Rightor, New Orleans, 
Louisiana, for the city of New Or- 
leans; Roland C. Kizer, City Attor- 
ney, Fred S. Le Blanc, Mayor, S. A. 
Harris, Commissioner of Parks and 
Streets, and Jesse L. Webb, Commis- 
sioner of Finance, for the city of 
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Baton Rouge; Edward H. Lange, and 
Caso March, Washington, D. C., for 
the Federal Power Commission. 

By the CoMMISSION : 

History of the Proceedings 

These proceedings grew out of a 
complaint filed by the Louisiana Pub- 
lic Service Commission and were en- 
larged by the Commission’s order of 
December 5, 1939, for an investiga- 
tio of the reasonableness of all of 
the interstate wholesale rates and 
transportation rates of the Interstate 
Natural Gas Company, Incorporated, 
under the provisions of the Natural 
Gas Act. 

The complaint proceeding and the 
general investigation on the Commis- 
sion’s Own motion were consolidated 
for the purposes of the hearing. Up- 
on petition, the city of New Orleans 
and the city of Baton Rouge, Louis- 
jana, were permitted to intervene in 
these proceedings. 

Public hearings were held, pursuant 
to order and notice, at intervals dur- 
ing June and July of 1942 for a total 
of eight days. Comprehensive evi- 
dence was presented including 1,000 
pages of oral testimony and 103 ex- 
hibits. The evidence was presented 
by Interstate, the Louisiana Commis- 
sion, the cities of Baton Rouge and 
New Orleans, and by this Commis- 
sion’s staff. The short hearing and 
the concise record are attributable to 
the prehearing conferences held in ac- 
cordance with the Commission’s rules 
of procedure. Each party to these 
proceedings was cognizant of the is- 
sues and was afforded ample oppor- 





1The term “interstate wholesale” when used 
in this opinion means the sale of natural gas 
in interstate commerce for resale for ultimate 
public consumption for domestic, commercial, 
industrial, or any other use. 
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tunity to present evidence. Briefs 


have been filed and the Commission, 
sitting en banc, heard oral argument. 


Jurisdiction 

Interstate owns and operates an in- 
tegrated natural gas system consisting 
of 110 gas wells in the Monroe gas 
field located in northern Louisiana, 
pipe lines which gather the gas pro- 
duced from its own wells, and gas 
purchased from other producers, and 
pipe lines which transport substantial- 
ly all of that gas in interstate com- 
merce to various points of sale and 
delivery in Louisiana and Mississippi. 

Interstate’s main pipe line trans- 
ports gas south for approximately 172 
miles from the Monroe field in 
Louisiana, through a part of Missis- 
sippi and then to Baton Rouge, 
Louisiana, where sales are made to 
the local distribution company for re- 
sale, and to the Standard Oil refinery 
and other industrial consumers. In- 
terstate also sells gas to United Gas 
Pipe Line Company near the Monroe 
field and transports that gas for Unit- 
ed from that point to Baton Rouge, 
and then United transports it to New 
Orleans where it is sold for resale for 
ultimate public consumption. Along 
this main pipe line Interstate sells gas 
in Mississippi and Louisiana directly 
to one industrial consumer, to a state 
institution, and to distribution com- 
panies for resale. Most of the gas 
transported in interstate commerce 
through the main pipe line by Inter- 
state is destined for the Baton Rouge 
and New Orleans markets. 

Interstate concedes that its trans- 
portation of natural gas by means of 
its main pipe line and its sales for 
resale from that main pipe line (with 
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minor exceptions) are subject to the 
jurisdiction of this Commission, and 
that it is a natural-gas company with- 
in the meaning of the Natural Gas 
Act. 

Interstate also purchases gas in the 
University, La Pice, and La Place 
fields south of Baton Rouge, trans- 
ports that gas and delivers it to Unit- 
ed at points along United’s pipe line 
between Baton Rouge and New 
Orleans where the gas is commingled 
with gas flowing in interstate com- 
merce. Some of this gas is then trans- 
ported by United for Interstate for 
delivery to Interstate’s industrial and 
wholesale customers between Baton 
Rouge and Destrehan, Louisiana; the 
remainder being sold to United for 
resale in the New Orleans market. 
Interstate and United Gas Pipe Line 
Company jointly own pipe lines which 
transport gas from wells in southern 
Louisiana, into United’s Baton Rouge- 
New Orleans line and that gas is com- 
mingled with gas of interstate origin 
and augments the supply for the New 
Orleans market. 

[1] The jurisdictional dispute pre- 
sented in these proceedings involves 
Interstate’s sales of gas in northern 
Louisiana to the Mississippi River 
Fuel Corporation, to Southern Nat- 
ural Gas Company, and to United Gas 
Pipe Line Company for the account 
of Memphis Natural Gas Company. 
Mississippi River Fuel Corporation is 
an affiliate of Interstate; large blocks 
of voting stock of both companies are 
owned by Standard Oil Company 
(N. J.) and the president of Missis- 
sippi is also president of Interstate. 
The evidence discloses that Interstate 
and its affiliates, Hope Producing 
Company and Southern Carbon Com- 
48 PUR(NS) 


pany, control a substantial portion of 
the gas acreage and production from 
the Monroe field. Union Producing 
Company, an affiliate of United Gas 
Pipe Line Company, also controls a 
large portion of the acreage and pro- 
duction from the Monroe field. The 
evidence also shows close contractual 
and operating arrangements between 
Interstate and United Gas Pipe Line 
Company that have extended over a 
period of many years. 

It is clear from the evidence that 
as a practical operating matter Inter- 
state does not consider its transporta- 
tion lines as something separate from 
its field lines. Interstate’s pipe lines 
are operated as a unit. A large por- 
tion of the gas, sold by Interstate in 
northern Louisiana to the three pipe 
line companies mentioned above, is 
purchased and received by Interstate 
from other companies operating in 
the Monroe field, which first gather 
and transport the gas to specified cen- 
tral delivery points for sale to Inter- 
state. Interstate transports the gas 
which it buys from such companies in 
the Monroe field and commingles that 
gas with gas which it has produced 
and gathered in the Monroe field, and 
then transports this commingled gas 
to the points of sale and delivery in 
Louisiana to the Mississippi River 
Fuel Corporation, Southern Natural 
Gas Company, and United Gas Pipe 
Line Company for the account of 
Memphis Natural Gas Company. The 
gas transported and sold by Interstate 
to these three pipe-line companies con- 
tinues its flow in interstate commerce 
and, as an established course of busi- 
ness well known to Interstate, is des- 
tined for resale for ultimate public 
consumption in Memphis, St. Louis, 
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Birmingham, Atlanta, and other mar- 
kets outside Louisiana. 

In resisting regulation by the 
Louisiana Public Service Commission, 
the Interstate Natural Gas Company 
successfully contended in a Federal 
court that over 99 per cent of its total 
sales of gas, which include sales made 
to the three pipe-line companies, were 
sales in interstate commerce and be- 
yond the reach of the Louisiana Com- 
mission. Interstate Nat. Gas Co. v. 
Louisiana Pub. Service Commission 
(1940) 33 F Supp 50, 33 PUR(NS) 
193; 34 F Supp 980, 36 PUR(NS) 
85. Interstate does not now deny 
that the sales of natural gas to the 
three pipe-line companies constitute 
sales of natural gas in interstate com- 
merce for resale, but it contends that 
each of these sales constitutes a sale 
in the “production and gathering” of 
gas and falls within the claimed ex- 
emption stated in § 1(b) of the Nat- 
ural Gas Act, 15 USCA § 717(b). 
Section 1(b) of the Natural Gas Act 
provides : 

“The provisions of this act shall 
apply to the transportation of natural 
gas in interstate commerce, to the sale 
in interstate commerce of natural gas 
for resale for ultimate public con- 
sumption for domestic, commercial, 
industrial, or any other use, and to 
natural-gas companies engaged in such 
transportation or sale, but shall not 
apply to any other transportation or 
sale of natural gas or to the local dis- 


tribution of natural gas or to the facil- 
ities used for such distribution or to 
the production or gathering of natural 


” 


gas. 

The above-described sales to the 
three pipe-line companies come within 
the scope of the specific affirmative 
provisions of § 1(b) of the Natural 
Gas Act and are clearly sales “in in- 
terstate commerce of natural gas for 
resale for ultimate public consumption 
for domestic, commercial, industrial, 
or any other use.” It was such inter- 
state wholesale sales which the United 
States Supreme Court had ruled were 
beyond the reach of the state Com- 
missions,? that Congress intended to 
regulate by the Natural Gas Act. 

The negative language in § 1(b) 
upon which the Interstate Company 
relies for its claimed exemption in- 
volving these sales provides that the 


Commission shall not have jurisdic- 
tion over “the production or gathering 


of natural gas.” When the distinc- 
tion between production and gathering 
of natural gas, and the sale of such 
gas in interstate commerce is kept in 
mind, effect is given to the congres- 
sional objective. The Commission 
is bound to obey the command of Con- 
gress to regulate these sales in inter- 
state commerce for resale to the three 
pipe-line companies. Such is clearly 
the implication of the decision of the 
circuit court of appeals in People Nat. 
Gas Co. v. Federal Power Commission 
(1942) 75 US App DC 235, 44 PUR 





2H.R. Rep. No. 709, 75th Cong. Ist Sess. 
pp. 1, 2; S. Rep. No. 1162, 75th Cong. Ist 
Sess. pp. 1, 2; Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co. (1942) 314 US 498, 
503, 506, 86 L ed 371, 42 PUR(NS) 53, 62 
S Ct 384; Federal Power Commission v. Nat- 
ural Gas Pipeline Co. (1942) 315 US 575, 
582, 86 L ed 1037, 42 PUR(NS) 129, 62 S Ct 
736; Kentucky Nat. Gas Corp. v. Kentucky 
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Pub. Service Commission (1939) 28 F Supp 
509, 512, 30 PUR(NS) 249, aff. (1941) 119 
F(2d) 417. 

3 For the distinction between production of 
a commodity and sales of such commodity in 
interstate commerce, see Carter v. Carter Coal 
Co. (1936) 298 US 238, 302, 80 L ed 1160, 
56 S Ct 855. 
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(NS) 375, 127 F(2d) 153; cert. den. 
316 US 700, 86 L ed 1769, 62 S Ct 
1298. 

We conclude, therefore, that the 
transportation and the sale of gas by 
Interstate to Mississippi River Fuel 
Corporation, Southern Natural Gas 
Company, and United Gas Pipe Line 
Company for the account of Memphis 
Natural Gas Company constitute the 
transportation of natural gas in inter- 
state commerce and the sale in inter- 
state commerce of natural gas for re- 
sale for ultimate public consumption 
for domestic, commercial, industrial, 
and other uses, and that such trans- 
portation and sales are subject to the 
jurisdiction of this Commission. 


Corporate and Financial History 


Interstate Natural Gas Company 
was organized in 1926 for the pur- 
pose of producing and transporting 
natural gas. The primary market to 
be served directly by Interstate was 
the refinery of the Standard Oil Com- 
pany of Louisiana, and certain in- 
dustrial companies south of Baton 
Rouge, Louisiana. Contracts also 
were made with other industrial con- 
sumers, distributing gas utilities, and 
other natural gas pipe-line companies. 

The original securities issued were 
600,000 shares of capital stock at $5 
per share, or a total of $3,000,000 
(later increased to $6,529,530) and 
$11,500,000 of first mortgage 10-year, 
6 per cent sinking-fund gold bonds. 

Interstate has paid off its bonds, 
has paid cash dividends exceeding 
$10,000,000 and has accumulated a 
surplus of more than $5,800,000 in 
the period 1926 to 1941. 


Control of the Interstate Company 
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from its inception has been in the 
Standard Oil Company (N. J.) 
through the ownership of a majority 
of the capital stock. 

We now proceed to the determina- 
tion of the lawful rates within the 
scope of our statutory authority, 
This will include. a determination of 
rate base, rate of return, operating 
revenues and expenses, allocation of 
cost of service and reasonable earn- 
ings for the future. 


Rate Base 


[2] Upon consideration of all as- 
pects of this case in the light of our 
authority under the Natural Gas Act, 
we conclude that the rate base is the 
actual legitimate cost of the property 
(including construction work in prog- 
ress) used and useful in furnishing 
service, less the existing depletion 
and depreciation, plus necessary work- 
ing capital. We find that it is not 
necessary for the purposes of this case 
to investigate and ascertain any other 
facts in order to determine the proper 
rate base. 

Interstate claimed a rate base of 
$19,167,290 which was composed of 
the actual legitimate cost of gas plant 
in service, less observed deterioration 
and accrued depletion, plus future 
capital additions, construction work 
in progress, and estimated working 
capital. Reproduction cost was not 
claimed as an element in the rate base 
determination. Instead, it was con- 
ceded that actual legitimate cost was 
the proper starting point in that de- 
termination. 

The allowable rate base is $15,583,- 
975. We will now discuss the com- 
ponents thereof. 
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Actual Legitimate Cost 


There is no dispute as to actual 
legitimate original cost. It is agreed 
that this amounted to $21,387,159 at 
the end of 1941. That undisputed 


amount represents the actual outlay 
to establish the utility; it is the gross 
investment the owners have made in 
the gas plant in service. 


Existing Depletion and Depreciation 


[3-6] The evidence as to the exist- 
ing depreciation and depletion (herein- 
after referred to as depreciation) in 
the properties may be summarized as 
follows : 
$3,845,619 


6,328,924 
10,981,720 


Company witness 
Commission staff 
Books of account 


Interstate used the “observed de- 
terioration” process to arrive at the 
figure of $3,845,619. In its previous 
decisions in the Canadian River and 
Hope Cases, the Commission has dealt 
at length with the fallacy of the ‘“‘ob- 
served deterioration” method of de- 
termining accrued depreciation. Re 
Canadian River Gas Co. (1942) 43 
PUR(NS) 205, 218; Cleveland v. 
Hope Nat. Gas Co. (1942) 44 PUR 
(NS) 1, 17. We have pointed out 
that it results in arbitrary conclusions, 
based on a consideration of superfi- 
cial evidence of physical deterioration 
only, while disregarding more impor- 
tant factors, such as the remaining 
life of the gas reserves, obsolescence, 
and the economic life of the property. 
The method is inherently fallacious 
in that it confuses the appearance or 
physical condition of property with 
true depreciation, which is the using 
up of its economic or service life. It 
does not give consideration to all 
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factors contributing to the retirement 
of property; hence it cannot reflect 
the actual existing depreciation. 

The method employed by the com- 
pany to determine existing or accrued 
depreciation is inconsistent with the 
method used to determine annual de- 
preciation expense. Annual deprecia- 
tion expense and accrued depreciation 
are merely two phases of the same 
phenomenon. They must be deter- 
mined consistently or grave injustices 
will result. The annual depreciation 
expense claimed by the company was 
determined according to the economic 
or service life principle. This is the 
general practice, and is proper. In 
determining accrued depreciation, 
however, the company objects to the 
service life principle, and insists upon 
a scheme which cannot result in dis- 
closing the full amount of depreciation 
which has been suffered. 

Thus, the company seeks to employ 
a double standard: one which results 
in high annual allowances to it for 
depreciation expense, and another 
which discloses little depreciation to 
be deducted in determining the rate 
base. The annual allowance claimed 
by the company would in six and one- 
fourth years total more than the 
amount which it contends has accrued 
during fifteen years of actual opera- 
tions. In other words, the dual stand- 
ard advocated is a pincers operation 
which always results in squeezing too 
much from the ratepayer. As indicat- 
ed previously, annual depreciation ex- 
pense and accrued depreciation are 
merely two aspects of the same 
phenomenon which require consistent 
treatment in their determination. 

The Commission’s staff presented 
in these proceedings a depletion and 
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depreciation reserve requirement 
study, that is, a computation of the 
proper reserve which should have been 
accrued. A qualified staff engineer, 
who analyzed the company’s past ex- 
perience, relevant service life data on 
other pipe lines, and who made a 
field inspection of the company’s 
physical properties, estimated the over- 
all service lives of the properties by 
classes. His study included a careful 
consideration of both functional and 
physical aspects of depreciation. In 
this case the economic service life of 
Interstate’s property is limited and 
controlled by the available gas supply 
which is estimated to be exhausted by 
1960 and before certain of the physi- 
cal elements of the property will de- 
teriorate completely. There is no 
controversy over the amount of the 
company’s gas reserves and known 
available supply, which are estimated 
to have an over-all life of thirty-five 
years from their first utilization in 
1926. 

The depreciation rates which the 
staff used in computing both the 
annual expense and the reserve re- 
quirement were derived from the 
average service lives of the various 
classes of properties. The equitable 
principle that annual expenses for de- 
preciation must be harmonized with 
accrued depreciation was recognized 
and applied. The reserve requirement 


at any given time is the accumulated 
amount of proper annual provision for 
depreciation, less the cost of property 
retired. The method used by the 
staff follows our previous decisions, 
Under it, there is determined the 
amount required annually to rein. 
burse the company for property con- 
sumed in service, thus assuring the 
company it will be fully reimbursed 
for its capital investment by the end 
of the economic life of its wasting. 
asset enterprise. Federal Power 
Commission v. Natural Gas Pipeline 
Co. (1942) 315 US 575, 593, 86 Led 
1037, 42 PUR(NS) 129, 62 SC 
736. 


The Commission finds that the re- 
quired depletion and depreciation re- 
serve as computed by the staff is the 
best measure of actual existing de- 
pletion and depreciation in the prop- 
erties. At the end of 1941 the re. 
serve requirement, by functional clas- 
sifications, was: 


Depletion : 
Natural gas operated acreage . 
Depreciation : 
Production plant 
Transmission plant (wholly 
owned) 
Transmission plant (jointly 
owned ) 


$527,237 
358,786 
5,305,096 


116,709 


Total Reserve Requirement.. $6,328,934 


This required reserve, totaling $6, 
328,934, will be deducted from the 





4The  unit-of-production method (unit 
equals 1,000 cubic feet of gas) was used to 
determine the annual depletion and deprecia- 
tion and the reserve requirement for natural 
gas producing lands, leaseholds, and rights, 
wells, field lines, field measuring and regulat- 
ing structures and equipment, and other struc- 
tures and equipment associated with opera- 
tions in the Monroe gas field. The straight- 
line service life method was used to determine 
annual depreciation and the reserve require- 
ment for all other plant items. There is no 
dispute over the use of the service lives in 
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this case for determining the depreciation 
rates upon which the annual allowance for 
depreciation is based. 

5 See Re Long Island Lighting Co. (NY 
1935) 18 PUR(NS) 65, 146-151, 189-191; 
aff. (1937) 249 App Div 918, 18 PUR(NS) 
225, 226, 292 NY Supp 807, 809; Re Roches- 
ter Gas & E. Corp. (NY 1940) 33 PUR(NS) 
393, 489, 502; National Association of Rail- 
road and Utilities Commissioners, Proceed- 
ings of Fiftieth Annual Convention (1938) 
pp. 473, 474. 
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actual legitimate cost of the com- 
pany’s property. 

As indicated hereinbefore, Inter- 
state had accrued on its books a re- 
serve for depreciation, depletion, and 
amortization aggregating $10,981,- 
720 by the end of 1941. The com- 
pany’s book reserve exceeds the re- 
serve requirement, which the Com- 
mission finds to be the measure of 
actual existing depletion and deprecia- 
tion, by more than $4,600,000. 

For the reasons set forth at length 
in the Hope Case, the Commission 
has deducted from actual cost only 
what it has determined to be the re- 
serve requirement which reflects the 
depletion and depreciation accrued in 
Interstate’s property, Cleveland v. 
Hope Nat. Gas Co. (Fed PC 1942) 
44 PUR(NS) 1, 18. 


Construction Work in Progress and 
Estimated Capital Additions 


(7, 8] The Interstate Company 
showed on its books in the account, 
Construction Work in Progress, a 
balance of $178,550 on December 31, 
1941. Since practically all of this 
balance represented the cost of plant 
which had been placed in service be- 
fore the end of 1941, or was placed 
in service shortly thereafter, the en- 
tire amount will be included in the 
rate base. 


The company urges the Commission 
to include in the rate base the amount 
of $1,500,000 ® for property additions 
proposed for the years 1942-1946. 


These proposed additions to plant are 
primarily designed to meet increased 
demands for gas. The increased 
revenues from the future business 
should provide ample coverage for the 
return and costs of operation in con- 
nection with the future use of the pro- 
posed additions. We conclude that it 
would be improper to include in the 
rate base these estimated amounts for 
future additions, since the revenues 
from the predicted increase in busi- 
ness are not reflected in the test period 
of operations which we employ. 
Furthermore, the Supreme Court 
held in the Natural Gas Pipeline Com- 
pany Case, “ . . . the refusal to 
include in the rate base capital ex- 
penditures not yet made cannot in- 
volve confiscation.” 7 


W orking Capital 

[9-11] Interstate claimed working 
capital in the amount of $447,202. 
The staff recommended $347,202. 
Working capital consists of two chief 
elements, materials and supplies, need- 
ed in the business and cash necessary 
to meet the operating expenses from 
day to day pending collection of 
revenues. There is no dispute as to 
the required amount of materials and 
supplies ($268,341). The staff in- 
dicated that $78,861 was reasonable 
for the cash working capital, where- 
as the company claims an even $100,- 
000 in excess of that amount. The 
extra $100,000 is claimed to be need- 
ed for the purpose of maintaining 
bank balances. 





6 The cost of additions will be offset fully 
by accruing depletion and depreciation. The 
net increase in depletion and depreciation (ac- 
cruals less retirements) was $564,549 in 1941, 
and this pattern of increasing depletion and 
depreciation is a constant one. Thus, the pro- 
posed $1,500,000 additions during 1942-1946 
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to plant are less than the depletion and de- 
preciation which will accrue during the same 
period. 

7 Federal Power Commission v. Natural 
Gas Pipeline Co. supra, 315 US at p. 587, 
42 PUR(NS) at p. 138, footnote 5. 
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The amount computed by the Com- 
mission’s staff for cash working 
capital was related to operating ex- 
penses, as is proper. The cash nec- 
essary to run the business is that 
which must be available to meet cur- 
rent expenses during the lag between 
the time of rendering service and col- 
lection of revenues. Taxes are ac- 
crued and, in effect, collected from 
the customers long before they have 
to be paid by the company. These 
tax accruals in excess of payments 
will supply adequate bank balances. 
In recent years the tax accruals, rep- 
resenting the excess of taxes charged 
to operations over the amounts actual- 
ly paid to any given date, have always 
exceeded $500,000. We find, there- 
fore, that the necessary allowance for 
working capital, including materials 
and supplies, is $347,202. 


Conclusions with Respect to the Rate 
Base 


The analysis of the evidence which 
we have discussed with respect to the 
components of the rate base and our 
conclusions may be summarized thus: 


Actual legitimate cost or gross 
investment in gas plants in serv- 
ice, 12/31/41 

Less: Actual existing depletion 
and depreciation 


$21,387,157 
6,328,934 


Net investment in gas plant in 
service : 
Add: Construction work in prog- 
ress 


$15,058,223 


178,550 
347,202 


$15,583,975 


The Commission, therefore, adopts 
the foregoing amount as the rate base 
for the company’s property as an as- 
sembled whole and an established gas 
utility in successful operation. 
48 PUR(NS) 


Rate of Return 


[12, 13] Numerous factors enter 
into the determination of what con- 
stitutes a fair rate of return in every 
utility rate case. The principal factors 
are stated by the Supreme Court in 
Bluefield Water Works & Improv, 
Co. v. West Virginia Pub. Service 
Commission, 262 US 679, 692, 67 
L ed 1176, PUR1923D 11, 43S ¢ 
675. They are that the return of a 
public utility shall be equal to that 
generally being made at the same 
time in the same region on invest- 
ments in other enterprises attended 
by corresponding risks, and that the 
return should be sufficient to assure 
confidence in the financial soundness 
of the utility and to maintain its 
credit and enable it to attract the 
capital necessary for the proper dis- 
charge of its public duties. The 
Supreme Court has said, nevertheless, 
that a utility has no constitutional 
right to profits such as are realized 
by highly profitable enterprises or 
speculative ventures. 

The record contains an abundance 
of evidence on the subject of rate of 
return. The information includes 
investors’ appraisal of the natural gas 
industry, comparative risk data, in- 
terest rates and yields on securities 
of natural gas and electric utilities, 
statistics showing the growth and 
stability of the natural gas industry, 
the trend of the cost of money and its 
current cost, economic and idle money 
data, and the financial history of Inter- 
state. That evidence reveals that, 
compared to industrial and railroad 
enterprises, the utility business has 
relatively greater stability. It also 
shows that interest rates generally 
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are now’ lower than they have ever 
been; for example, it shows that the 
yields on the better issues of natural- 
gas company bonds sold recently are 
close to 3 per cent. 

The record shows that Interstate is 
4 well-established natural-gas com- 
pany whose risks have been minimized 
by ample past and present provisions 
for depletion and depreciation with 
current high profits and by many es- 
tablished markets. By 1941, Interstate 
had retired all of its own and assumed 
bonded indebtedness in the aggregate 
fae amount of $12,400,000, had 
paid cash dividends exceeding $10,- 
000,000, had accumulated a depletion 
and depreciation reserve of $10,000,- 
000 and a surplus of more than $5,- 
800,000. The company’s efficient 
management, established markets, 
financial record, affiliations, and its 
prospective business, place it in a 
strong position to attract capital upon 
favorable terms should additional 
capital ever be required. 

We conclude, upon a careful con- 
sideration of the evidence and in the 
light of the principles enunciated by 
the Supreme Court, that 64 per cent 
is a fair annual rate of return upon 
the rate base applicable to the federal- 
ly regulated business of this Com- 
pany. Our views on the subject of 
rate of return are in harmony with 
recent decisions by the Supreme Court 
and other courts and Commissions 
involving natural gas companies.® 


Operating Revenues and Expenses 


There is no controversy over the 
volume of gas sold and transported 
or the revenues received by Interstate. 
The Commission’s staff presented ad- 
justed book figures for revenues and 
expenses of the Interstate Company 
for the 4-year period 1938-1941. The 
adjustments resulted mainly in a re- 
duction of the annual amounts charged 
by the company for depletion and de- 
preciation expense. The amount of 
depreciation and depletion expense 
calculated for 1941 was $614,896.50. 
The company did not challenge this 
amount, which we find reasonable. 
In fact, the company offered no evi- 
dence on revenues and expenses and 
did not challenge the correctness of 
the income statements presented by 
the staff. There is no dispute over 
the amount of net utility income for 
the 4-year period, which the evidence 
shows was $2,385,375 for 1938; 
$2,532,820 for 1939; $2,275,744 for 
1940, and $2,386,191 for 1941. 

From these figures it is seen that 
net utility income has remained fair- 
ly stable during the four years of this 
period. Accordingly, since 1941 
operations are typical and afford the 
latest available data, they have been 
chosen as the best guide for fixing 
rates for the future. 


Allocation of Cost of Service 


[14] Interstate’s properties are 
used in transactions over which we 
have jurisdiction, as well as those be- 





8 Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 596, 
86 L ed 1037, 42 PUR(NS) 129, 62 S Ct 
736; Arkansas-Louisiana Gas Co. v. Texar- 
kana (1938) 96 F(2d) 179, 188, 24 PUR 
(NS) 267; Peoples Gas Light & Coke Co. 
v. Slattery (1939) 373 Ill 31, 31 PUR(NS) 
193, 25 NE(2d) 482, 501; East Ohio Gas 
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Co. v. Cleveland (Ohio 1939) 27 PUR(NS) 
387, 412, aff. (1940) 137 Ohio St 225, 35 
PUR(NS) 158, 28 NE(2d) 599, 612; Re 
Montana-Dakota Utilities Co. (Mont 1940) 
32 PUR(NS) 121, 128; Pennsylvania Pub. 
Utility Commission v. Peoples Nat. Gas Co. 
(Pa 1942) 43 PUR(NS) 82, 115. 
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yond our jurisdiction, and they are 
also used to render service to custom- 
ers with varying load and other 
characteristics. Its operating expenses 
likewise relate to these several phases 
of the company’s operations. This 
gives rise to joint costs. It, therefore, 
becomes necessary to resort to alloca- 
tions for the purpose of determining 
just and reasonable rates of the busi- 
ness subject to regulation under the 
Natural Gas Act and also for the pur- 
pose of determining the proper dis- 
position of any rate reduction which 
we may order. 

[15] There are two general meth- 
ods of making allocations. Under 
one, an allocation of the cost of physi- 
cal property and of operating expenses 
is made. Under the other, the re- 
turn on the property, rather than the 
cost of the property itself, is allocated 


along with the operating expenses. 
If the same pertinent figures are used 
in the calculations, the results will be 


the same under both methods. The 
method which allocates the return 
along with operating expenses is far 
more practical and is easier to under- 
stand and to apply. This may be 
denominated the “reasonable cost of 
service method.” All that can be ac- 
complished by an allocation of the 
physical property can be, and is, ob- 
tained by an allocation of the reason- 
able cost of service, including therein 
a proper return. 

The allocation which we adopt in 
this case is based upon a careful and 
detailed study of the company’s prop- 
erty, operations, costs, types of cus- 
tomers served, location of service and 
the amount and characteristic of cus- 
tomers’ requirements for gas. 

[16, 17] In making such alloca- 
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tions, operating cost and return are 
distributed in two categories: those 
which relate to production and pur. 
chases, and those which relate to 
transportation and delivery. Costs 
relating to transportation and delivery 
are in turn divided as between demand 
and volume (thousand cubic feet) 
costs. In general, the fixed costs are 
associated with demand and the 
variable costs with volume. An ex. 
ception to this rule relates to return, 
Federal and state income taxes, and 
Federal capital stock taxes. These, to 
the extent they relate to transporta- 
tion and delivery of gas, we allocate 
50 per cent to demand and 50 per cent 
to.volume. The reason for this latter 
division is that a part of the return 
or profit should naturally come from 
the volume of business and a part 
from the customers’ demand, that is, 
the capacity of facilities required to 
render service. Income taxes and 
capital stock taxes are associated with 
return and are, therefore, allocated in 
the same manner. 

[18] Costs relating to the produc- 
tion or to the purchase of gas by In- 
terstate, including the operation of 
field lines, are classified as volume or 
“commodity costs” only. This is in 
accordance with generally accepted 
practice. Gas in and very near the 
fields almost invariably sells on a 
straight thousand cubic feet basis. 
Demand charges for such gas are not 
exacted. 

[19] The transportation and deliv- 
ery costs which are associated with 
demand are allocated in proportion to 
each customer’s responsibility for the 
peak-day demand for gas. The trans- 
portation and delivery costs which 
are associated with votume are allocat- 
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d in proportion to the volume 


located to transactions over which we 


(thousand cubic feet) of gas sold to have jurisdiction and $2,071,242 to 
each customer. 
The operating expenses, including 


Sales of Gas for Resale to: 
Pipe-line Companies : 


Mississippi River Fuel Corp. ......... “ees 


Southern. Natural Gas Co. 


transactions which are not under our 
jurisdiction : 


Excess of 
Revenues 
Over Cost 


Reasonable 
Cost of 
Service 


Revenues 
1941 


$384,683 
447,656 


$301,329 
146,803 


United Gas Fipe Line Co. (for a/c Memphis Nat- 


ural Gas 


United Gas Pipe Line Co, (for New Orleans area) 
Distribution companies in Louisiana and Mississippi 


186,208 
534,516 
245,464 


334,3 
831,385 
380,947 135,48310 


Transportation of gas for United Gas Pipe Line 


Co. (for New Orleans area) 


Total Regulated Business ........-.. 


Gas Sales to: 
Industrial customers 
Public authority 
Total Unregulated Business 


Grand Total 


oeeeeles $3,863,732 


689,428 
$2,487,955 


2,674,455 
26,787 


$2,701,242 
$5,189,197 


347,10510 
$1,375,777 


1,015,078 
20,000 


1,036,533 








3,689,533 
46,807 


$3,736,340 $1,035,098 
$7,600,072 $2,410,875 

















10 These are the excesses prior to certain 
reductions in rates made during the course 


depreciation and depletion, but exclud- 
ing Federal income taxes, amounted 
to $3,960,766 in 1941. A return of 
6} per cent on the total rate base of 
$15,583,975, we have heretofore 
found, amounts to $1,012,958. In- 
terstate would have paid $215,472 
Federal income taxes for the year 
1941 if its net utility income for that 
year had been limited to 63 per cent. 
Accordingly, the latter figure is used 
in the cost of service allocation. 

The total reasonable cost of service 
for 1941 on the basis described above 
amounts to $5,189,197. An alloca- 
tion of this cost to the various cus- 
tomers, those under as well as those 
beyond our jurisdiction, is shown in 
the following tabulation which alsd 
shows the respective revenues and 
earnings in excess of 6$ per cent re- 
turn. The table shows that $2,487,- 
955 of the total reasonable cost is al- 
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of these proceedings and discussed later in 
this opinion. 

The return in excess of 63 per cent 
earned in 1941 on transactions which 
are subject to our jurisdiction, as 
shown in the table, amounted to $1,- 
375,777. A reduction in rates of this 
amount does not mean that Inter- 
state’s profits will be reduced by the 
same figure. Only $772,624 will be 
borne by Interstate, the balance rep- 
resenting a saving in income taxes.® 

Based upon the evidence in this 
case, we find that Interstate’s reason- 
able cost of service for the year 1941, 
including a 63 per cent return on the 
rate base and corresponding 31 per 
cent Federal income taxes, should be 
allocated in the amounts of $384,683 
to the Mississippi River Fuel Corpora- 
tion, $447,056 to the Southern Nat- 

9If the total excessive earnings of $2,410,- 
875 were applied to the reduction of rates, 
$1,353,917 would come from the profits of In- 


terstate and $1,056,958 from savings in in- 
come taxes. 
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ural Gas Company, and $186,208 to 
the United Gas Pipe Line Company 
for the account of Memphis Natural 
Gas Company, $534,516 to the Unit- 
ed Gas Pipe Line Company for the 
New Orleans area, $245,464 to dis- 
tribution companies, and $689,428 to 
the United Gas Pipe Line Company 
for the transportation of gas. The 
foregoing are sales and transactions 
subject to the jurisdiction of the Com- 
mission. The reasonable cost of serv- 
ice, including 64 per cent rate of re- 
turn and 31 per cent Federal income 
taxes, properly allocable to unregulat- 
ed sales, is $2,674,455 to industrial 
customers and $26,787 to a public 
authority. 


[20] If, in the reasonable cost of 
service for regulated business of 1941, 
shown in the foregoing tabulation, 
Federal income taxes had been cal- 
culated at the 1942 rate of 40 per cent 
for normal and surtaxes instead of 
the applicable rate of 31 per cent, 
which was the rate used, that cost 
would have been $50,000 more than 
shown. The tax rate of 31 per cent 
has been employed because it was the 
applicable rate for 1941, and the rec- 
ord indicates that Interstate’s busi- 
ness will be increased sufficiently to 
provide for the additional tax of $50,- 
000. 


Reasonable Earnings for the Future 


The revenue and cost of service 
figures set forth above disclose that 
the company’s rates for the trans- 
portation of gas and the sale of gas in 


interstate commerce for resale, which 
are subject to Federal regulation, were 
unreasonably high in the amount of 
$1,375,777." In some _ instances, 
these rates have been reduced in line 
with proposals made by the company 
and accepted by the Commission dur- 
ing the course of this proceeding. 

The company’s rate reduction es- 
tablished a single uniform rate for all 
city gate deliveries made by the Inter- 
state Company to local distribution 
companies in Louisiana and Missis- 
sippi. Based on 1941 sales volumes, 
the total annual reduction made to 
those distribution companies is $126,- 
fai. 

In the Commission’s Opinion No. 
90 and order issued April 16, 1943, 
involving the rates of the United Gas 
Pipe Line Company, 48 PUR(NS) 
91, 95, the statement was made: 

“A very substantial part of the gas 
consumed in the city of New Orleans 
is transported by Interstate Natural 
Gas Company, Inc. for United and in 
addition United purchases gas from 
Interstate. Any reduction in the 
charges of Interstate will result in a 
further reduction in the New Orleans 
gate rate. Proceedings involving In- 
terstate’s rates were instituted some 
time ago; hearings have been held 
and briefs filed therein (Docket No. 
G-149). This matter is under active 
consideration by the Commission and 
an early decision will be rendered.” 


It has been shown in the cost of 
service tabulation above that the rates 





11 Upon giving effect to the total rate re- 
duction of $1,375,777, the company’s net util- 
ity income as indicated by the 1941 figures 
will be approximately $1,700,000. This amount 
consists of the return on the entire rate base 
at 64 per cent, amounting to $1,012,958, and 
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the earnings on unregulated business in ex- 
cess of 64 per cent return, of approximately 
$700,000. This sum of $1,700,000 is equiva- 
lent to a return of about 11 per cent on the 
entire rate base. 
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of Interstate to United for the sale 
and transportation of natural gas for 
the New Orleans area are excessive 
as follows, based on 1941 operations: 


$296,869 


For sale of gas 347'108 


For transportation of gas 


“$643,974 


In 1942, Interstate reduced its rates 
to United effective retroactively to 
August, 1941. These reductions af- 
fected both the charges for the sale 
and for the transportation of gas for 
the New Orleans area. The reduc- 
tions are not reflected in the figures 
immediately above. These reductions, 
on an annual basis, total $148,711 
which, deducted from the above 
amount of $643,974, leaves a balance 
available for further reduction to the 
United Company for the New Orleans 
area of $495,263. The New Orleans 
area includes the city of New Orleans 
served by New Orleans Public Serv- 
ice, Inc., and the contiguous area 
served by Louisiana Power and Light 
Company. The bulk of this reduction 
is applicable to New Orleans. 

After making appropriate allow- 
ance for the reductions made during 
the course of these proceedings by 
Interstate to the distribution com- 
panies and United, which reductions 
total $275,432 annually, we determine 
that the just, reasonable, and nondis- 
criminatory rates to be hereafter ob- 
served by Interstate and fixed by order 
of this Commission shall reflect such 
further reduction in rates as, when 
applied to the volume of gas sold and 
transported under Federal regulation 
for 1941, will amount to not less than 
$1,100,345, distributed as follows: 
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Mississippi River Fuel Corporation 

Southern Natural Gas Company .. 

United Gas Pipe Line Company 
(for a/c Memphis Natural Gas 
Company) 

Distribution companies in Missis- 
sippi and Louisiana outside of 
New Orleans 

United Gas Pipe Line Company 
for New Orleans area—Sale and 
transportation 


$301,329 
146,803 


148,188 
8,762 


495,263 
$1,100,345 


An appropriate order will be entered 
in accordance with this opinion. 


ORDER 


Upon consideration of the com- 
plaint, answer, petitions, and orders 
previously entered in these proceed- 
ings, the evidence of record, the 
briefs and oral argument, and the 
Commission having on this date en- 
tered and issued its Opinion No. 91 
which is hereby incorporated by ref- 
erence and made a part hereof ; 

The Commission finds that: 

(1) Interstate Natural Gas Com- 
pany, Incorporated, is a corporation 
organized and existing under and by 
virtue of the laws of the state of Dela- 
ware; 

(2) Interstate is engaged in the 
purchase, production, and gathering of 
natural gas in the Monroe field in the 
state of Louisiana, and in the trans- 
portation of natural gas so produced, 
purchased, and gathered, out of the 
state of Louisiana and through the 
state of Mississippi and back into the 
state of Louisiana; 

(3) The natural gas transported as 
described in finding (2) is sold in in- 
terstate commerce for resale for ulti- 
mate public consumption for domestic, 
commercial, industrial, and other 
uses ; 

(4) Interstate is engaged in the 
transportation of natural gas in in- 
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terstate commerce, and in the sale in 
interstate commerce of natural gas for 
resale, and is, therefore, a natural-gas 
company within the purview of the 
Natural Gas Act; 

(5) The transportation and sale of 
natural gas in interstate commerce as 
described in findings (2) and (3) are 
subject to the jurisdiction of the Fed- 
eral Power Commission ; 

(6) Interstate sells gas to United 
Gas Pipe Line at wholesale, technical 
delivery being made at Interstate’s 
De Siard Compressor Station near 
Fowler, Louisiana, and such gas is 
transported by it for United through 
Interstate’s main pipe line through 
the state of Mississippi and redeliv- 
ered to United at Baton Rouge, 
Louisiana, for resale for ultimate pub- 
lic consumption, and these transac- 
tions constitute transportation and 
sale of natural gas by Interstate in 
interstate commerce for resale and are 
subject to the jurisdiction of this 
Commission ; 

(7) Interstate, as an established 
course of business, is engaged in the 
transportation, sale, and delivery of 
natural gas purchased, produced, and 
gathered in Monroe field, Louisiana, 
to Mississippi River Fuel Corporation 
and Southern Natural Gas Company 
at a point near Perryville in the state 
of Louisiana, and to the United Gas 
Pipe Line Company for the account 
of Memphis Natural Gas Company 
at a point near Guthrie in the state 
of Louisiana ; 

(8) The natural gas purchased, 
produced, gathered, and transported, 
that is sold and delivered to Mississip- 
pi River Fuel Corporation and South- 
ern Natural Gas Company, and to 
United Gas Pipe Line Company for 
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the account of Memphis Natural Gas 
Company, as described in finding (7), 
is sold and delivered by Interstate, in 
each instance, pursuant to the terms 
of a contract which provides that the 
gas so sold is received by the pur- 
chaser and transported by it out of the 
state of Louisiana for the purpose of 
resale in states other than Louisiana 
for ultimate public consumption for 
domestic, commercial, industrial, and 
other uses; 

(9) The natural gas purchased, 
produced, gathered, and transported, 
that is sold and delivered to the pur- 
chasers named in finding (7), moves 
in each instance in a constant flow 
from the mouths of the wells from 
which it is produced through pipe lines 
belonging to Interstate to the com- 
pressor station of the respective pur- 
chaser, and thence through said com- 
pressor stations into the pipe line of 
said respective purchaser and thus in- 
to and through states other than 
Louisiana as described in finding (8), 
all without interruption, and said gas 
is so destined from the moment of 
its production ; 

(10) The transportation and the 
sale of natural gas as described in 
finding (7) is, in each instance, the 
transportation and sale in interstate 
commerce of natural gas for resale for 
ultimate public consumption for do- 
mestic, commercial, industrial, and 
other uses, and, therefore, subject to 
the jurisdiction of the Commission; 

(11) The actual legitimate cost of 
Interstate’s gas plant in service as of 
December 31, 1941, was $21,387,157; 

(12) Interstate’s estimate of ob- 
served existing depreciation in its 
properties rests upon incomplete and 
inadequate data, is basically unsound 
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and unreliable, and does not reflect 
the actual depreciation existing in such 
properties ; 

(13) The actual depletion and de- 
preciation existing in Interstate’s gas 
plant in service as of December 31, 
1941, was $6,328,934; 

(14) The net investment in Inter- 
state’s gas plant in service as of De- 
cember 31, 1941, was $15,058,223; 

(15) Construction work in prog- 
ress as of December 31, 1941, amount- 
ed to $178,550; 

(16) Working capital, including 
materials and supplies, in the aggre- 
gate amount of $347,202 will be re- 
quired in the operation of the com- 
pany ; 

(17) For the purpose of fixing 
reasonable rates, Interstate is entitled 
to earn a fair return on a rate base 
consisting of the net investment in 
plant in service, construction work in 


progress, and working capital in the 
aggregate amount of $15,583,975; 


(18) Under presently existing 
conditions, 64 per cent per annum is 
a fair return on that portion of the 
trate base devoted to the regulated 
business ; 

(19) For the purpose of determin- 
ing the reasonableness of rates charged 
in 1941, and for the future, Inter- 
state’s total gas revenues amounted to 
$7,600,072 ; 

(20) For the purpose of determin- 
ing the reasonableness of rates charged 
in 1941, and for the future, Inter- 
state’s reasonable cost of service, in- 
cluding operating expenses, taxes, and 
return on the rate base, amounted to 
$5,189,197 ; 

(21) Tested by 1941 revenues and 
cost of service, as described in findings 


(19) and (20), the rates and charges 
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collected by Interstate from pipe-line 
companies and distribution companies 
for natural gas transported and sold 
in interstate commerce for resale are 
excessive in the aggregate amount of 
at least $1,375,777 ; 

(22) Since 1941, Interstate has 
reduced its rates to all of its distribu- 
tion company customers by $126,721 
and to United Gas Pipe Line Company 
for the transportation and sale of gas 
by $148,711; these reductions total 
$275,432 which deducted from $1,- 
375,777 in finding (21) leaves $1,- 
100,345, available for further reduc- 
tions ; 

(23) The rates, charges, or clas- 
sifications that are demanded, ob- 
served, charged, or collected by Inter- 
state in connection with the trans- 
portation and sale of natural gas sub- 
ject to the jurisdiction of this Com- 
mission are unjust, unreasonable, and 
unlawful ; 

(24) The revenues derived from 
rates, charges, or classifications de- 
manded, observed, charged, or collect- 
ed by Interstate in connection with the 
transportation and sale of natural gas 
subject to the jurisdiction of this 
Commission exceed revenues which 
would be derived from just and rea- 
sonable rates by the amount of at 
least $1,100,345 ; 

(25) The rates and charges of In- 
terstate, after reflecting the reduction 
hereinafter ordered, will be just and 
reasonable ; 

Therefore, the Commission orders 
that : 

(A) The rates and charges received 
by Interstate for the transportation 
and sale of natural gas in interstate 
commerce for resale for ultimate pub- 
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lic consumption shall be decreased to 
reflect a reduction in rates which, 
applied to the 1941 volume of sales, 
will amount to not less than $1,100,- 
345 annually ; 

(B) Interstate shall file on or be- 
fore May 15, 1943, new schedules of 
rates and charges for the transporta- 
tion and sale of natural gas in inter- 
state commerce to its customers for 
resale for ultimate public consumption, 
which shall reflect the reduction 
ordered in paragraph (A) above, and 
be just, reasonable, and nondiscrimina- 
tory and in accordance with the alloca- 


rates and charges shall be effective 
as to all bills rendered on or after May 
15, 1943; 

(C) The Commission reserves 
the right to reject all or any part of 
such new schedules and, in lieu there- 
of, to prescribe any other schedules by 
further order ; 

(D) On and after the effective 
date of the new schedules of rates and 
charged filed and made effective in ac- 
cordance with paragraph (B) above, 
Interstate shall cease and desist from 
making, demanding, or receiving any 
rates and charges which do not reflect 


tion of cost of service set forth in the 
opinion, and such new schedules of 


the reduction ordered in paragraph 
(A) above. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Potomac Electric Power Company 


[Formal Case No. 333, Order No. 2563.] 


Accounting, § 32 — Electric plant acquisition — Land and buildings — Former 
use as streetcar barn. 
1. A land and building acquired by an electric utility company, although 
previously used in public service as a streetcar barn, does not constitute an 
operating unit or system in so far as electric plant is concerned and, there- 
fore, the transaction is not one that should result in a charge to Account 
100.5, Electric Plant Acquisition Adjustment, p. 287. 


Accounting, § 32 — Land and building acquired from affiliate — Value or cost 
— Bondholders’ rights. 
2. Land and a building acquired by an electric company from a parent com- 
pany at a price representing the market value of the property at the time 
of sale is properly included in electric plant as the purchase price, rather 
than original cost to the parent company, where the property was covered 
by a mortgage under the terms and conditions which the proceeds from the 
sale were required to be deposited with the trustee in order to release the 
properties from the lien of the mortgage, since this does not constitute a 
write-up of electric plant within the meaning of the text of Account 10/, 
Electric Plant Adjustments; the interest of the bondholders is definitely a 
factor, and possibly the controlling factor, in the substitution of present- 
day value for cost, and the mortgage trustee would have been derelict in 
his duty if he had accepted a lesser amount of cash than the present value 
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of the mortgaged property sold, and under the circumstances the intercom- 
pany relationship is not a controlling factor in the determination of the 
price but the purchase is equivalent to an arm’s-length transaction between 


unaffiliated companies, p. 287. 


(HANK1N, Commissioner, dissents. ) 
[April 21, 1943.] 


NVESTIGATION of accounting adjustments relating to acquisi- 

tion of land and building by electric company from parent 

company; accounting treatment by company approved. Petition 
for reconsideration denied May 25, 1943. 


By the ComMMIssION : 

[1, 2] Our Order No. 2539 re- 
served for further consideration the 
accounting procedure for the inter- 
company profit of $140,377.10 real- 
ized by the Washington Railway and 
Electric Company when land and 
building at Eleventh street and Flori- 
da avenue, Northwest, was sold to the 
Potomac Electric Power Company. 
There is no dispute as to the facts. 
The common stock of the Potomac 
Electric Power Company is wholly 
owned by the Washington Railway 
and Electric Company. The value of 
the land at the time of the sale (1930) 
was determined by the appraisal com- 
mittee of the Washington Real Es- 
tate Board. The value of the building 
was determined by the engineering 
department of the Potomac Electric 
Power Company. It is conceded that 
the price paid was the best estimate of 
the market value of the property at 
the time of the sale. The property 
was covered by the mortgage of the 
Anacostia and Potomac River Rail- 
road Company. Under the terms and 
conditions of the mortgage the pro- 
ceeds from the sale were required to 
be deposited with the trustee in or- 
der to release the property from the 
lien of the mortgage. 


The question involved is whether 
or not this transaction constitutes a 
write-up of electric plant of the Po- 
tomac Electric Power Company with- 
in the meaning of the text of Account 
107-Electric Plant Adjustments, of 
the Uniform System of Accounts for 
Electric Utilities or an acquisition ad- 
justment within the meaning of the 
text of Account 100.5-Electric Plant 
Acquisition Adjustments. The text of 
Account 100.5 states: 

“This account shall include the dif- 
ference between (a) the cost to the 
accounting utility of electric plant ac- 
quired as an operating unit or system 
by purchase, merger, consolidation, 
liquidation, or otherwise, and (b) the 
original cost, estimated if not known, 
of such property, less the amount or 
amounts which may be credited to the 
depreciation and amortization reserves 
of the accounting utility at the time of 
acquisition with respect to such prop- 
erty.” 

Electric plant account instruction 
3-A states: 

“All amounts included in the ac- 
counts for tangible electric plant con- 
sisting of plant acquired as an oper- 
ating unit or system shall be stated at 
the original cost incurred by the per- 
son who first devoted the property to 
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utility service. All other tangible elec- 
tric plant shall be included in the ac- 
counts at the cost incurred by the 
utility.” 

Prior to its purchase by the Po- 
tomac Electric Power Company the 
land and building in question was used 
as a street car barn by the Washing- 
ton Railway and Electric Company 
and was not, therefore, devoted to 
electric utility service, although it was 
used in public service. It definitely 
did not constitute an operating unit 
or system in so far as electric plant is 
concerned. We are therefore of the 
opinion that this transaction is not 
one that should have resulted in a 
charge to Account 100.5—Electric 
Plant Acquisition Adjustments. This 
decision then leaves the question of 
whether or not this transaction mere- 
ly because of the intercompany profit 
involved constitutes a write-up. 

We are thoroughly in accord with 
the principle that write-ups have no 
place in utility plant account. We fur- 
ther recognize that an intercompany 
transaction is immediately open to 
question whenever value is substituted 
for cost and that it is often a vehicle 
for an unjustified increase in assets. 
On the other hand, however, where 
minority stockholders are involved an 
intercompany transaction at cost rath- 
er than value would adversely or ben- 
eficially affect such stockholders with- 
out justification, and in such cases we 
believe that it is essential to use value 
rather than cost in equity to minority 
stockholders. The question of minor- 
ity stockholders is not involved in the 
transaction under consideration, but 
the interest of the holders of the Ana- 


costia and Potomac River Railroad 
Company’s bonds is definitely a fac. 
tor, and possibly the controlling fac. 
tor, in the substitution of present-day 
value for cost in this transaction. Ob. 
viously, the trustee of the mortgage 
would have been derelict in his duty 
had he accepted a lesser amount of 
cash than the present value of the 
mortgaged property sold. 

After consideration of all the facts 
and circumstances involved in this 
transaction, we conclude that the in- 
tercompany relationship was not a 
controlling factor in the determina- 
tion of the price paid and that the pur- 
chase of the property in question was 
equivalent to an arm’s-length transac- 
tion between two unaffiliated compa- 
nies. We therefore find that under 
our interpretation of the provisions of 
the Uniform System of Accounts for 
Electric Utilities, this transaction was 
properly recorded on the books of the 
Potomac Electric Power Company. 

It is therefore ordered: 

Section 1. That the accounting 
treatment by the Potomac Electric 
Power Company of the purchase of 
land and building located at Eleventh 
street and Florida avenue, Northwest, 
in 1930 be, and it is hereby, approved. 


By the Commission (Commission- 
er Hankin dissenting for the reasons 
set forth in his separate opinion in 
Formal Case No. 326—In the matter 
of Investigation of Rates, Tolls, 
Charges, Rules, Regulation, and Con- 
ditions of Service of the Potomac 
Electric Power Company, post, at p. 
437). 
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RE McCORD 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re George R. McCord 


[Application Docket No. 60146, Folder 2.] 


Public utilities, § 71 — What constitutes — Messenger service on foot. 
A person operating a call-and-delivery service by means of foot messenger 
or delivery boy is not a public utility within the meaning of a statutory 
definition referring to the ownership or operation of “equipment,” or “fa- 


cilities” for transportation. 


(Siceins, Chairman, dissents.) 


[May 26, 1943.] 


PPLICATION for authority to operate as common carrier by 
l * messenger on foot; dismissed for lack of jurisdiction. 


By the Commission: On July 2, 
1942, George R. McCord, an individ- 
wal, filed an application with the Com- 
mission for a certificate of public con- 
venience authorizing him to transport 
asa common carrier by messenger on 
foot, optical goods and supplies from 
wholesale opticians, optical labora- 
tories, and manufacturers of optical 
goods and supplies in the territory in 
the city and county of Philadelphia, 
bounded by Pine street, Seventh street, 
Arch street, and Twenty-second street, 
to opticians, oculists, optometrists, 
medicial doctors, and hospitals in said 
territory, and vice versa. 

The evidence adduced at the hear- 
ing held on November 16, 1942, dis- 
closes that applicant proposes to offer 
an exclusive foot messenger or deliv- 
ery boy service for the wholesale op- 
tical trade by operating a scheduled and 
routed call and delivery service from 
a point located within the area. At 9 
A.M., the foot messengers, following 
[19] 


¥ 
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their prescribed routes, will call at the 
offices of medical doctors, optometrists, 
etc., and pick up whatever work they 
have and bring it to the central office 
to be distributed at once to the labora- 
tories. At 11 a. M., they will deliver 
the work the laboratories have finished 
and at the same time pick up work for 
the laboratories. At 2.30 p.M., the 
same pick-up and delivery service is to 
be in effect and at 4:30 p.M., there 
would be a delivery service of finished 
work from the laboratories only, 

The fact that applicant proposes to 
transport property of the optical trade 
without transportation facilities of any 
kind, except by human beings, in- 
stantly raises the question of our ju- 
risdiction over the proposed service. 

According to the title of the Public 
Utility Law, it is an act, “Relating to 
the regulation of public utilities ; defin- 
ing as public utilities certain corpora- 
tions, companies, associations, and per- 
sons ; .’ The only persons or 
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corporations required to obtain a cer- 
tificate of public convenience are ac- 
tual or proposed “public utilities” : 
Sections 201 and 202 of the Public 
Utility Law. <A “public utility” is de- 
fined by § 2(17)-(c) of the Public 
Utility Law as being those “. 
persons or corporations now or here- 
after owning or operating in this com- 
monwealth equipment, or facilities for : 
Transporting passengers or 
property as a common carrier ; o 
In order that applicant be a “public 
utility” he must have all the attributes 
of that term as are contained in its 
definition if he would come within our 
jurisdiction, There is no doubt that 
applicant as an individual is a person 
entitled to make application; § 2(16) 
of the Public Utility Law. It is also 
clear that the proposed service is that 
of “common carriage’ as that term is 
defined by § 2(5) of the Public Utility 
Law and, as a consequence, all the 
matters and things respecting ‘“Serv- 
ice” as defined by § 2(20) and “Trans- 
portation of Property” as 
defined by § 2(23), would instantly at- 
tach thereto. But one element is lack- 
ing. Applicant does not, nor does he 
propose to own or operate equipment 
or facilities for the transportation of 
property. The language used in defin- 
ing the term “public utility” we think 


is clear. It does not mean that appli. 
cant must merely own some sort of 
equipment or facilities. Quite to the 
contrary, it means that the equipment 
or facilities are owned or operated fo; 
the very purpose of transporting ¢i- 
ther persons or property. After a 
careful review of the entire Public 
Utility Law and with the clear lan. 
guage of the definition of a “public 
utility” in mind, we are constrained to 
hold that the definition of the word 
“facilities,” § 2(10) of the Public 
Utility Law, which contains the word 
“equipment,” includes or was ever in- 
tended to include the means of trans. 
portation proposed to be used by ap. 
plicant. 

Confining this order to the particv- 
lar facts of this application, we are of 
the opinion that applicant is not, nor 
does his proposed service constitute 
him a “public utility.” The applica- 
tion should be dimissed for lack of 
jurisdiction ; therefore, 

Now, to wit, May 26, 1943, it is 
ordered: That the application filed by 
George R. McCord at A. 60146, 
Folder 2, be and is hereby dismissed 
for lack of jurisdiction. 


The Chairman voted in the nega- 
tive. 
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COLUMBIA OIL & GASOLINE CORP. v. SECURITIES & EXCH. COM. 


UNITED STATES CIRCUIT COURT OF APPEALS, 
THIRD CIRCUIT 


Columbia Oil & Gasoline Corporation 


Vv. 
Securities and Exchange Commission 


[No. 8223.] 
(134 F(2d) 265.) 


Appeal and review, § 13 — Proper court — Exclusive jurisdiction — Filing of 
transcript. 
1. A circuit court of appeals in which the Securities and Exchange Com- 
mission has filed a transcript of the record upon which an order has been 
entered under the Holding Company Act acquires exclusive jurisdiction 
over the order of the Commission by reason of such filing, under the ex- 
press terms of § 24(a) of the act, 15 USCA § 79x(a), p. 292. 


Appeal and review, § 79 — Time limitation — Holding Company Act — Leave to 
file nunc pro tune. 
2. A circuit court of appeals has no power to avoid the statutory limita- 
tion prescribing the time within which a petition to review an order of the 
Securities and Exchange Commission must be filed by granting leave to 
file a petition nunc pro tunc after the 60-day time limit prescribed by the 
Holding Company Act has expired, p. 292. 
Appeal and review, § 74 — Procedure — Federal circuit court — Petition filed 
in other court. 
3. The circuit court of appeals, third circuit, in which the Securities and 
Exchange Commission has filed a transcript of the record upon which it 
has entered an order, cannot, on statements or even affidavits of counsel 
that a petition has been filed in the circuit court of appeals, second circuit, 
seeking review of the Commission’s order, assume jurisdiction to grant the 
relief prayed for, when the petition, which is the sole basis for invoking 
jurisdiction, is not itself in the possession of the court; fundamental rules 
of jurisdiction and orderly procedure, as well as comity, forbid the court 
acting upon a petition which is in the possession of another court and which 
has not been transferred to it, p. 292. 


[January 25, 1943.] 
ETITION to review order of Securities and Exchange Com- 
mission; application to court to take jurisdiction of petition 
for review filed in another circuit, denied. 
¥ 


APPEARANCES: Seymour M. Heil- Foster, of Philadelphia, Pa., for Se- 
bron, of New York city, for L. J. curities & Exchange Commission; C. 
Marquis & Co. and others; Roger S. R. Lowther, of New York city, for 
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UNITED STATES CIRCUIT COURT OF APPEALS 


Columbia Oil & Gasoline Corporation. 
Before Maris and Goodrich, C. J., 
and Ganey, D. J. 


Per Curiam: In this proceeding 
Columbia Oil & Gasoline Corporation 
under the authority of § 24(a) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79x, filed on De- 
cember 1, 1942, a petition to review an 
order of the Securities and Exchange 
Commission. On December 14, 1942, 
the Commission filed in this court a 
transcript of the record upon which the 
order complained of was entered. Pre- 
viously, on November 16, 1942, L. J. 
Marquis & Co., Henry H. Abrams, 
Etta Schickler, and Stanley M. Arndt, 
alleging themselves to be aggrieved 
by the order of the Commission, had 
filed a petition to review it in the cir- 
cuit court of appeals for the second 
circuit. The Commission, however, 


as we have said, filed the transcript of 
the record in this court and did not 


file it in the second circuit. On De- 
cember 29, 1942, on motion of the 
Commission, the circuit court of ap- 
peals for the second circuit dismissed 
the Marquis petition for review for 
want of jurisdiction in view of the fil- 
ing of the transcript in this court and 
on January 4, 1943, denied rehearing 
“without prejudice to the right of the 
petitioners to renew said motion in the 
event that the circuit court of appeals 
for the third circuit should not enter- 
tain jurisdiction of the instant petition 
to review.” 


[1] L. J. Marquis & Co. and its 
associates have now obtained an order 
from this court to show cause why, 
upon an affidavit of their counsel set- 
ting forth the facts above recited, this 
48 PUR(NS) 


court should not pass upon their peti. 
tion for review filed in the secon 
circuit with the same effect as though 
it had originally been filed in this 
court. The order is not opposed by 
the Commission. We think, however 
that it cannot be granted upon the ree. 
ord now before us. In so holding we 
do not doubt that this court, by reason 
of the filing of the transcript, has ac. 
quired exclusive jurisdiction over the 
order of the Commission which js in. 
volved in this proceeding. The ex. 
press terms of § 24(a) so provide and 
the authorities are in accord. Okin 
v. Securities and Exchange Commis. 
sion, Dec. 10 1942, 134 F(2d) 333: 
National Labor Relations Board y, 
Friedman-Harry Marks Clothing Co, 
(1936) 83 F(2d) 731; Hicks v. Na- 
tional Labor Relations Board (1939 
100 F(2d) 804; Standard Oil Co. v. 
National Labor Relations Board 
(1940) 114 F(2d) 743; Stanolind 
Oil & Gas Co. v. National Labor Re- 
lations Board (1940) 116 F(2d) 274; 
National Labor Relations Board y. 
Standard Oil Co. (1941) 124 F(2d) 
895. It is true that all but one of 
the cited cases were decided under the 
National Labor Relations Act, 29 
USCA § 151 et seq., but the language 
of that act on the point here involved is 
substantially the same as that of the 
Public Utility Holding Company Act. 

[2, 3] The Public Utility Holding 
Company Act, however, requires that 
a petition to review an order of the 
Commission must be filed within sixty 
days after the entry of the order. It 
is, therefore, now too late to file such 
a petition in this court. Clearly it 
would be beyond our power to avoid 
the statutory limitation by granting 
leave to file a petition at this time, nunc 
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pro tunc. Nor may we on the state- 
ments or even affidavits of counsel 
that a petition has been filed in another 
court assume jurisdiction to grant the 
relief prayed for when the petition, 
which is the sole basis for invoking 
our jurisdiction, is not itself in our 
possession. Fundamental rules of ju- 
risdiction and orderly procedure, as 
well as comity, forbid our acting upon 
a petition which is in the possession of 
another court and which has not been 
transferred to us either by the court 
having possession of it or otherwise 
by operation of the law. Moreover, 
even if there were authority for our 
considering a pending petition for re- 
view which is not before us, the fact 
is that the Marquis petition has been 
dismissed by the court in which it was 
filed. Consequently it presently pres- 
ents no justiciable controversy either 
here or elsewhere. 

It is clear that the act contemplates 
that Marquis and its associates should, 
if aggrieved, have a right to judicial 
review of the Commission’s order. It 
cannot be denied that they acted sea- 
sonably and in full accordance with 
the law in filing their petition when 
and where they filed it. The difficulty 
in which they now find themselves is 
solely the result of the Commission’s 
election to file the transcript in this 
rather than in the second circuit. It is 
hard to believe that this action by the 
Commission can deprive Marquis and 


its associates of the right of review 
which they seasonably invoked. The 
dilemma is one for which the act does 
not expressly provide and it may be 
one for the solution of which the par- 
ties must look to Congress. 

On the other hand it may well be 
that Marquis and its associates could 
by intervention in the proceeding in- 
stituted in this court by Columbia Oil 
& Gasoline Corporation obtain the re- 
view of the Commission’s order which 
they sought in the second circuit. No 
petition by them for intervention has 
been filed, however. Likewise the 
circuit court of appeals for the second 
circuit might, upon a rehearing of its 
order of dismissal and upon motion of 
the petitioners, conclude that it has 
power to reinstate the Marquis peti- 
tion and transfer and transmit it to 
this court as the court having exclusive 
jurisdiction over the order sought to 
be reviewed. If this should be done 
it would seem that with a timely peti- 
tion thus brought before us this court 
would have power to adjudicate it. 
But here again it must be noted that 
no such action has been sought in the 
second circuit. 

The application of L. J. Marquis & 
Co., Henry H. Abrams, Etta Schickler, 
and Stanley M. Arndt to this court to 
take jurisdiction of their petition for 
review filed in the second circuit is 
denied. 
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MINNESOTA RAILROAD AND WAREHOUSE COM. 


MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Minneapolis Street Railway Company 


[File No. A-5972.] 


Parties, § 18 — Intervention by state. 


1. An objection to the appearance of the attorney general in a rate pro- 
ceeding, on the ground that the statute (Chap. 278, Laws 1921) does not 
provide for intervention by the state but defines the parties as the cities 
and the companies, should be overruled on the ground, among others, that the 
attorney general represents the public and that the public, as such, is in- 
terested in the proper outcome and would, therefore, be heard in the person 
of the attorney general, p. 295. 


Return, § 108 — Street railway. 


2. A return of 6 per cent on the rate base of a street railway company 
was held to be reasonable, p. 296. 


Rates, § 519 — Street railway — Cash and token fares. 


3. A cash fare of 10 cents and six tokens for 45 cents was held to be ade- 
quate, fair, and reasonable for transportation of persons by a street rail- 
way company in lieu of the existing cash fare of 10 cents and six tokens 
for 50 cents, held to be excessive, unfair, and unreasonable, p. 296. 


Valuation, § 332 — Going concern value — Separate allowance. 


4. No separate allowance for going concern value is required in a finding 
of reproduction value and original cost of property when that item is taken 
into account in making the foregoing valuations as a part of the integrated 
system of a company doing business and earning money, p. 297 


Valuation, § 30 — Rate base determination — Reproduction new values — Orig- 
inal cost — Decreased use. 


5. Loss in service demands and consequent use of a street railway com- 
pany’s properties, owing largely to the increase in the number and the 
use of privately owned automobiles, is a factor properly taken into ac- 
count in determining whether reproduction new values should have prefer- 
ence over the original cost of the property in determining the rate base, 
p. 298. 


Valuation, § 101 — Accrued depreciation — Observation method — Accumulated 
reserve. 


6. A deduction for accrued depreciation of street railway property was not 
limited to the amount determined by the observation method where a de- 
preciation reserve had been accumulated at an average rate found not to 
be excessive and the depreciation reserve balance was found not to be in 
excess of the amount required to offset the accumulated loss in service life 
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RE MINNEAPOLIS STREET RAILWAY CO. 


of the properties, resulting in a reserve substantially in excess of the 
observed depreciation, p. 298. 
[April 8, 1943.] 
NVESTIGATION of rates of fare to be charged by street railway 
I company; reduction in token fares ordered. 


By the Commission: On August 
12, 1941, the Minneapolis Street Rail- 
way Company, hereinafter called the 
company, filed an application under 
Laws 1921, Chap. 278, with the Min- 
nesota Railroad and Warehouse Com- 
mission, hereinafter called the Com- 
mission, for an order fixing and es- 
tablishing rates of fare in the city of 
Minneapolis. The matter thereafter 
duly came on for hearing prior to the 
26th day of September, 1941, when 
the taking of testimony was complet- 
ed, and on the 6th day of November, 
1941, the Commission duly made and 
filed its order in the premises direct- 
ing that commencing November 7, 
1941, and continuing during a trial 
period of approximately one year, the 
rates of fare to be charged by the 
company for the transportation of 
passengers within the city of Min- 
neapolis should be 10 cents cash or 
six tokens for 50 cents but without 
any change in existing transfer privi- 
leges; and that on application of the 
city of Minneapolis, the company, or 
upon the Commission’s own motion 
such rates of fare could be changed. 
or confirmed by further order of the 
Commission, as the actual experience 
under said rates and other evidence 
would then demonstrate to be just 
and reasonable. 

Prior to the 15th day of February, 
1943, the Commission of its own mo- 
tion duly proceeded to reopen the 
above-entitled matter and held fur- 
ther hearings, which included the tak- 
ing of testimony and oral argument 


and which terminated on the 19th day 
of March, 1943. 


APPEARANCES: The state of Min- 
nesota, by J. A. A. Burnquist, Attor- 
ney General, and Ralph A. Stone, 
Assistant Attorney General ; The com- 
pany, by James E. Dorsey (Fletcher, 
Dorsey, Barker, Colman & Barber, 
Attorneys, Minneapolis), Pierce 
Butler (Doherty, Rumble, Butler, 
Sullivan & Mitchell) and Ed Vaughn, 
Attorneys, St. Paul. The city of 
Minneapolis, by R. S. Wiggin, City 
Attorney, and John F. Bonner, As- 
sistant City Attorney. 

[1] At the opening of the hearing, 
Mr. Stone announced an appearance 
for the state of Minnesota by J. A. A. 
Burnquist, Attorney General, and 
himself, Mr. Stone, as Assistant At- 
torney General. There was then and 
thereafter no objection until near the 
close of the hearing when Mr. Butler 
objected that the statute (Chap. 278, 
Laws 1921) does not provide for in- 
tervention by the state but defines the 
parties as the cities and the companies. 

The Commission then overruled 
this objection on the ground, among 
others, that the attorney general rep- 
resents the public and that the public, 
as such, is interested in the proper 
outcome and would, therefore, be 
heard in the person of the attorney 
general and his assistant. 

The entire record having been pre- 
sented to the Commission, and having 
been duly considered, the Commission 
being fully advised in the premises 
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MINNESOTA RAILROAD AND WAREHOUSE COM. 


herewith makes and files the follow- 
ing findings of fact and order herein: 


Findings of Fact 


1. That the company is a corpora- 
tion which was created and organized 
under the laws of the state of Min- 
nesota; is a wholly owned subsidiary 
of the Twin City Rapid Transit Com- 
pany, which also is a corporation of 
the state of Minnesota; and that for 
many years prior to the date of this 
order the company has been continual- 
ly and now is engaged in the trans- 
portation of persons, for hire, over 
the streets of the city of Minneapolis, 
Minnesota. 

2. That the undepreciated repro- 
duction value of the properties of the 
company as of January 1, 1925, in- 
cluding working capital and mater’! 
and supplies, as found by the Com- 


mission in its order of July 3, 1925, 
less going concern value, plus the ac- 
tual cost of properties added, less the 
reproduction value of the properties 


retired from January 1, 1925, to 
January 1, 1943, was $29,737,315 
as of January 1, 1943. 

3. That the depreciated reproduc- 
tion value of the properties of the 
company as of January 1, 1925, in- 
cluding working capital and material 
and supplies, as found by the Com- 
mission in its order of July 3, 1925, 
less going concern value, plus the 
actual cost of properties added, less 
the reproduction value of properties 
retired from January 1, 1925, to 
January 1, 1943, was $21,294,182, as 
of January 1, 1943. 

4. That the undepreciated estimat- 
ed original cost of the properties of 
the company, including working capi- 
tal and material and supplies, as 
48 PUR(NS) 


found by the Commission in its or. 
der of July 3, 1925, less going con. 
cern value, plus the actual cost of 
properties added, less original cost of 
properties retired from July 1, 1925, 
to January 1, 1943, was $25,785,502 
as of January 1, 1943. 

5. That the depreciated estimated 
original cost of the properties of the 
company, including working capital 
and material and supplies, as found 
by the Commission in its order of 
July 3, 1925, less going concern value, 
plus the actual cost of properties 
added, less original cost of properties 
retired from July 1, 1925, to July |, 
1943, was $18,514, 834 as of January 
1, 1943. 


6. That the existing accrued de- 
preciation in the properties of the 
company includes the loss not restored 
by current maintenance due to all the 
factors causing the ultimate retire- 
ment of the properties; and that on 
January 1, 1943, such loss was 30 per 
cent of the depreciable reproduction 
value and 30 per cent of the estimated 
original cost of such properties. 

7. That the present fair value or 
rate base of the properties of the com- 
pany used and useful in rendering 
such local transportation service is 
$20,000,000. 

[2] 8. That a rate of 6 per cent 
thereon is reasonable and will provide 
an annual return to the company of 
$1,200,000. 

9. That the net operating income 
of the company for the year 1943, un- 
der the rates of fare herein prescribed, 
as applied to the present and prospec- 
tive number of passengers which the 
company will carry in 1943, will not 
be less than $1,290,000. 

[8] 10. That the present rates of 
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RE MINNEAPOLIS STREET RAILWAY CO. 


fare, namely a cash fare of 10 cents 
and six tokens for 50 cents, are ex- 
cessive, unfair, and unreasonable. 

11. That a cash fare of 10 cents 
and six tokens for 45 cents are ade- 
quate, fair, and reasonable. 


ORDER 


That effective at 12:01 a. M., 
April 11, 1943, the rates of fare to 
be charged by the Minneapolis Street 
Railway Company for the transpor- 
tation of passengers within the city of 
Minneapolis shall be 10 cents cash or 
six tokens for 45 cents but without 
any change in existing transfer privi- 
leges. 

A memorandum hereto attached is 
hereby made a part hereof. 


MEMORANDUM 
Going Concern Value 


[4] That in the present finding of 
reproduction value and original cost 
of the property of the company, as 
hereinbefore stated, no _ separate 
amount was found or included, for 
going concern value; but that item 
was taken into account by the Com- 
mission in the making of the forego- 
ing valuations as a part of the inte- 
grated system of the company doing 
business and earning money. Nothing 
more is required. State v. Tri-State 
Teleph. & Teleg. Co. (1939) 204 
Minn 516, 546, 28 PUR(NS) 158, 
284 NW 294; Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
(1942) 315 US 575, 86 L ed 1037, 
42 PUR(NS) 129, 62 S Ct 736. 


Fair Value—Rate Base 


The fair value of the company’s 
properties for rate-making purposes 
was first found by the Commission in 
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its order dated July 3, 1925, and fixed 
at $26,787,228. The company now 
claims an estimated original cost as 
of January 1, 1922, of $23,748,847; 
and with additions and retirements, 
as hereinafter set forth, claim further 
as of January 1, 1943, an original cost 


of $27,369,632. 
Original Cost January 1, 1922... $23,748,847 


Cost of additions 1/1/22 to 1/1/25 —_ 1,786,771 
1/1/25 to 1/1/43 9,873,582 


Total Additions $11,660,353 
Cost of retirements 
1/1/22 to 1/1/25 
1/1/25 to 1/1/43 


415,929 
7,623,639 


$8,039,568 


Total Retirements 


Net cost of additions 
1/1/22 to 1/1/43 $3,620,785 


Original Cost January 1, 1943 ... $27,369,632 


However, adjusted to conform with 
the findings herein, to the effect that 
accrued depreciation is 30 per cent of 
the depreciable properties and that no 
separate amount should be included in 
the rate base for going concern value, 
the reproduction cost fixed by the 
Commission as of January 1, 1925, 
and the original cost claimed by the 
company as of January 1, 1925, when 
both are brought down to January 1, 
1943, are found to be as follows: 
Com- 


pany Orig- 
inal Cost 


Com- 
mission 
Value 
As of January 1, 
1925 $30,393,726 


927,719 


$25,119,689 
2,249,943 


Net additions 





Total undepreciated 
value 1/1/43 

Less : 
Going concern value $1,584,130 
Accrued deprecia- 


$31,321,445 $27,369,632 
$1,584,130 
7,270,668 


$8,854,798 





Total Deductions . $10,027,263 





Rate base values 


1/1/43 $21,294,182 $18,514,834 
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After careful consideration of all 
the facts presented to the Commission 
in regard to depreciation, going con- 
cern value, working capital, and of all 
other matters having a bearing upon 
the value of the properties of the com- 
pany and the fair and reasonable val- 
ue thereof for rate-making purposes, 
the Commission found, as above stat- 
ed, that such fair value (rate base) as 
of December 31, 1942, was represent- 
ed by the sum of $20,000,000. 

The Commission feels confident, as 
to the fairness of this figure of $20,- 
000,000, when there is considered the 
testimony of the company to the ef- 
fect that the net income, available for 
return, of the company for the years 
1927 to 1942, inclusive, aggregated 
$18,863,189; and when it is realized 
that such sum capitalized at 6 per cent 
will produce an average annual capi- 
talized value of $19,649,155; and, 
furthermore, if such sum of $18,863,- 
189 is capitalized at 7.5 per cent, be- 
ing the rate of return claimed by the 
company, the average annual capital- 
ized value would not exceed $15,719,- 
324, or $4,281,676 less than the above 
valuation allowed by the Commission ; 
that then justice has been done to all 
concerned in the finding of $20,000,- 
000 as fair value. 

[5] Further, it should be noted 
that the evidence before the Commis- 
sion justifies the statement that the 
number of revenue passengers carried 
by the company decreased from 135,- 
000,000 in 1922 and from 122,000,- 
000 carried in 1925 to an annual av- 
erage of 64,000,000 for the 4-year 
period 1938-1941, inclusive, or a re- 
duction of 52 per cent; the number of 
car-miles operated decreased from 
17,000,000 to 13,000,000 or a reduc- 
48 PUR(NS) 


tion of 24 per cent, and the number 
of revenue passengers per car-mile de- 
creased from 7.2 to 4.7 passengers or 
a reduction of 35 per cent. Such loss 
in service demands and consequent 
use of the company’s properties, due 
largely to the increase in the number 
and the use of privately owned auto- 
mobiles, is a factor which the Com. 
mission took into account, and prop- 
erly, in determining whether repro- 
duction new values should have pref- 
erence over the original cost of the 
property. 
ys The rate of return to be 
allowed in any given case calls fora 
highly expert judgment. That judg- 
ment has been entrusted to the Com- 
mission. ‘ 
my The consumer interest can- 
not be disregarded in determining 
what is a ‘just and reasonable’ rate. 
Conceivably, a return to the company 
of the cost of the service might not 
be ‘just and reasonable’ to the public. 
. If the establishing of new lines 
of transportation should cause a dim- 
inution in the number of those who 
need to use a turnpike road, and, con- 
sequently, a diminution in the tolls 
collected, that is not, in itself, a suff- 
cient reason why the corporation, op- 
erating the road, should be allowed to 
maintain rates that would be unjust 
to those who must or do use its prop- 
erty. The public cannot properly be 
subjected to unreasonable rates in or- 
der simply that stockholders may earn 
dividends. . . .” Federal Pow- 
er Commission v. Natural Gas Pipe- 
line Co. supra, 315 US at pp. 607, 608, 
42 PUR(NS) at p. 151. 


Accrued Depreciation 


[6] Depreciation _ accounting was 
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initiated by the company in 1904. The 
annual charges for depreciation ex- 
pense during the intervening years, as 
shown by the evidence herein, were 
sums estimated by the management; 
and that for the street railway prop- 
erties of the company, the annual 
charge to operating expense and cred- 
it to the depreciation reserve have 
been the same amount each year from 
1917 to 1942, inclusive. The accrued 
depreciation claimed by the company 
was determined by the so-called 
“observation” method. However, 
“Broadly speaking, depreciation is the 
loss, not restored by current mainte- 
nance, which is due to all the factors 
causing the ultimate retirement of the 
property. These factors embrace 
wear and tear, decay, inadequacy, and 
obsolescence. . . . .” Lindheimer 
v. Illinois Bell Teleph. Co. (1934) 
292 US 151, 167, 78 L ed 1182, 3 
PUR(NS) 337, 347, 54 S Ct 658. 
It is apparent that when 
a plant is new and retirements are in- 
frequent, or when an established plant 
continues to grow by taking in more 
capital than is retired, that the yearly 
additions to the depreciation reserve 
will exceed over a period of years the 
annual deductions from the reserve. 
But in these cases, as well as in the 
case of a plant whose capital invest- 
ment over a period of years is static, 
there must be some relation. estab- 
lished or equilibrium struck finally 
between additions to and deductions 
from the reserve. Eventually, over 


Company 


aoe Base No. 


a span of years, additions and deduc- 
tions ought to offset each other while 
leaving in the reserve the amounts ac- 
crued during the initial years of oper- 
ation when additions far exceeded re- 
tirements. : 

“There must also be some relation 
between the amount in the deprecia- 
tion reserve and the amount of actual 
depreciation which has accrued. That 
is, the per cent of the actual cost of 
the book value of the property which 
has been collected from the public to 
offset losses anticipated from future 
retirements ought not to be wholly 
out of proportion with the per cent of 
depreciation which has already over- 
taken the property.” State v. Tri- 
State Teleph. & Teleg. Co. (1939) 
204 Minn 516, 547, 28 PUR(NS) 
158, 181, 284 NW 294. 

As above pointed out, the accrued 
depreciation claimed by the company 
was determined by the so-called ‘“ob- 
servation” method. In regard there- 
to, the valuation engineer produced by 
the company testified: “The depreci- 
ation which I have found in this prop- 
erty is depreciation observed due to 
wear, tear and use, and it does not in- 
clude the elements of obsolescence, in- 
adequacy, changes in the art and 
changes required by city require- 
ments.” 

The accrued depreciation amounts 
and the per cent which said amounts 
bear to the 1943 values of depreciable 
properties for the various rate base 
values submitted, were as follows: 


Value of 
Depreciable 

Property 
$28,114,186 


Accrued Depreciation 
Per cent 

Amount of Value 

$3,606,498 1 

28,114,186 4,497,776 

39,434,402 6,309,504 

45,190,444 7,230,471 


1The sum that the Commission found as of January 1, 1925. 
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and compared with the accrued de- 
preciation amounts set out above, the 
actual accrued depreciation reserve 
credit balances and percentage ratios 
as of January 1, 1925, and January 
1, 1943, were as follows: 


Asior Jangary 1;01925. ..:.<<s00% Sata bane easenate 
As of January 1, 1943 

The evidence also shows that for 
the 1925-1941 17-year period, the to- 
tal investment dollar years subject to 
depreciation, the total amount and 
annual per cent of the credits to the 
depreciation reserve, the total amount 
and annual per cent of the charges to 
the reserve for properties retired and 
the net accruals for the period were as 
set forth below: 


Depreciable Investment 


Dollar years 230,885,883 


Depreciation Reserve 
Total Credits 

Total Debits 

Net Credit 


Average Annual Rate 


$5,318,964 
3,249,604 
2,069,360 


Per cent 
2.304 
1.407 


Net Credit .961 


and that the cost of property retire- 
ments for the same period of years 
discloses that only a limited propor- 
tion of the properties having a long 
service life was retired. 

A computation based upon original 
cost as of January 1, 1925, and the 
total original cost of properties re- 
tired, shows that the composite aver- 
age annual retirement ratio for 
bridges, trestles and culverts, poles 
and fixtures, underground conduits, 
general office buildings, shops and car- 
houses, power plant buildings, substa- 
tion buildings, power plant equipment, 
substation equipment and transmis- 
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sion system, the original cost of 
which, on January 1, 1925, amounted 
to $5,696,463, was only seven-tenths 
of one per cent. 

From the facts above set forth, it 
is evident that the resultant composite 


Depreciation Reserve 
Credit Balance 
Amount Per cent 
$6,642,687 30.17 
10,491,714 43.29 


Original Cost 
of Depreciable 
Properties 
$22,020,271 
24,235,559 
average depreciation rate of 2.541 per 
cent was not an excessive rate; and 
that the net increase in the deprecia- 
tion reserve balance was not in excess 
of the amount required to offset the 
accumulated loss in service life of the 

properties. 

The testimony of the engineer of 
the company shows that the reproduc- 
tion value of the depreciable proper- 


Total 
400,355,226 


Power 
83,126,179 


Equipment 
86,343,164 


$3,269,164 
3,223,792 


$1,583,020 
489 


$10,171,148 
i 7,028,885 
45,372 1,027,531 3,142,263 


Per cent Per cent Per cent 

3.786 1.904 2.541 

3.734 .668 1.756 

.056 1.326 785 

ties on January 1, 1922, was $25,969,- 

968, of which amount $19,186,805— 

or 74 per cent—was still in existence 
and in use on January 1, 1943. 

At a composite annual rate of 2.5 
per cent, the accrued depreciation for 
the intervening twenty-one years of 
expired service life would be 52.5 per 
cent of $19,186,805, or $10,073,073; 
however, the Commission found that 
the amount of accrued depreciation 
deductible from the reproduction val- 
ue is only $8,443,133. The record 
also shows that since January 1, 1925. 
30 per cent of the street cars of the 
company were retired; that the over- 
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all age of buildings is forty years; 
that the number of revenue passengers 
carried in street cars decreased from 
135,000,000 in 1922 and 122,000,000 
in 1925 to an annual average of 61,- 
000,000 for the 4-year period 1938- 
1941, inclusive; that the number of 
ar-miles then operated decreased 
from 17,000,000 to 13,000,000, a re- 
duction of 24 per cent, and that the 
umber of revenue passengers per car- 
mile decreased from 7.2 to 4.7, a re- 
duction of 35 per cent. 

The engineer of the company, when 
questioned in regard thereto, testified 
as follows : 


Question—And your contention is 
that your reserve is adequate in the 
ase of both companies? 

Answer—My feeling is that it is in- 
adequate to cover the entire deprecia- 
tion in this property. 

Question—Should the annual al- 
lowance for expense of depreciation 
be harmonized ? 

Answer—They should, if we are 
going to consider the elements of de- 
preciation in determining the rate 
base, including the items of obsoles- 
cence, inadequacy, changes in the art, 
ete. 


It follows that the methods which 
the company employed in determining 
the annual charge for depreciation ex- 
pense did not produce a reserve bal- 
ance in excess of the existing accrued 


depreciation due to all the factors 
which cause retirement of the prop- 
erties. 

In State v. Tri-State Teleph. & 
Teleg. Co. supra, the Commission re- 
fused to adopt the observed accrued 
depreciation, which the company 
claimed was 13.18 per cent of the cost 
of the depreciable properties, but gave 
consideration to all of the factors 
which cause property retirement. On 
that basis the Commission found that 
the accrued depreciation was 31.81 per 
cent of the cost of depreciable proper- 
ties and was sustained therein by the 
court on appeal. 

Taking into account the age of the 
properties, together with all the evi- 
dence relating to actual accrued depre- 
ciation, the Commission found, as 
above stated, that as of January 1, 
1943, the accrued depreciation to be 
deducted from the cost or value of the 
depreciable property of the company 
is 30 per cent of the cost or value of 
the depreciable properties; and is con- 
vinced that the Commission is fully 
justified in so finding. 


Operating Income 


The actual operating income of the 
company for 1942, and the operating 
income as estimated by the state of 
Minnesota and the city of Minneapo- 
lis, as shown by the evidence, is as 
follows: 
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Company’s 
Actual 1942 
$7,062,683 


Total Operating Income 

Expenses 

Operating expenses 

Taxes—Other than income 
—State and Federal income 

Rents and miscellaneous 


State Estimated 1943 
6 for 50¢ 6 for 45¢ 
token rate token rate 
$7,921,272 $7,292,817 


5,043,416 5,043,416 
541,043 541,043 
663,035 379,401 

38,970 38,970 


City 1943 
6 for 45¢ 
token rate 
$7,802,000 
5,324,000 
1,140,000 
46,000 





Total Expenses 


$5,791,745 


$6,286,464 $6,002,830 $6,510,000 





Net Operating income 
Rate of return on Commission’s fair value 
Commission’s fair value 1/1/43 

The estimate of gross and net op- 
erating income by the state of Minne- 
sota was based upon the company’s 
actual revenues, expenses, and net op- 
erating income for the months of Sep- 
tember, October, November, and De- 
cember, 1942. The estimate for 
1943 of the city of Minneapolis was 
based upon the assumption that the 
company will carry 96,000,000 pas- 
sengers in 1943. Certain allowances 
were made in both for prospective in- 
creases in operating expenses. In this 
connection, it is worthy of note that 
the company submitted no estimate 
for 1943 and did not offer any evi- 
dence to show that the estimates of 
the state of Minnesota and the city of 
Minneapolis, respectively, were sub- 
ject to revision. 

Evidence was also offered by the 
state of Minnesota tending to show 
that the number of revenue passen- 
gers carried in January, 1943, was 9,- 
068,962, which amounts to an in- 
crease of 2,619,152 or 40.61 per cent 
over the number carried in January, 
1942, and to an increase of 1,687,203 
or 22.86 per cent over the average 
number carried in the last four months 
of 1942. The estimate of the state of 
Minnesota for 1943 was based on 
such evidence. 

The evidence also shows that the 
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$1,270,938 
6.35% 


$1,634,808 $1,289,987 


8.17% 6.45% 6.46% 


$20,000,000 
number of passengers carried in Feb- 
ruary, 1943, over February, 1942, 
was approximately the same as for 
January, 1943, over January, 1942; 
and in this connection it should be 
noted that inasmuch as the company 
will charge and collect the existing 
token fare of six for 50 cents for 
three months in 1943, the net operat- 
ing income of the company for 1943 
will be substantially in excess of such 
estimate of the state of Minnesota and 
the city of Minneapolis when comput- 
ed on the basis of a 10-cent cash and 
a six for 45-cent token rate of fare. 
Finally it should be said that a 6 
per cent return on a $20,000,000 rate 
base amounts annually to $1,200,000; 
that this sum is substantially in excess 
of the average annual net operating 
income of the company during the 
years subsequent to 1926; that during 
the 1927-1942—a 16-year—period, 
the average net income per year was 
$1,178,938; and that for the 1933- 
1942—a 10-year—period, the average 
was $967,608 ; that this sum last men- 
tioned is $232,392 less than the 
amount which the company will be al- 
lowed to earn annually under provi- 
sions of this order; and that in addi- 
tion thereto, car riders in the city of 
Minneapolis, under the fares herein 
prescribed, will furnish the funds to 
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pay state and Federal income taxes of 
the company in excess of $379,000. 

There is attached hereto Appendix 
“A” and Appendix “B.” Appendix 
“A” shows the number of cash and 
token fare revenue passengers carried, 
total passenger revenues and the av- 
erage revenue or fare per passenger of 
the company for the calendar years of 
1925 to 1942, inclusive. 


Appendix “B” shows the actual net 
income earned by the company and 
the per cent of return earned on its 


claimed fair value for the calendar 


years of 1927 to 1942, inclusive. 
[Exhibits omitted. ] 


Epitor’s Note.—Similar rulings were 
made in Re St. Paul City R. Co. File 
No. A-5971, April 8, 1943. 





SECURITIES AND EXCHANGE COMMISSION 


Re General Gas & Electric Corporation 


[File No. 70-679, Release No. 4226.] 


Dividends, § 6 — Declaration out of capital surplus. 

A registered holding company, pursuant to § 12(c) of the Holding Com- 
pany Act, 15 USCA § 791(c) and Rule U-46, was permitted to pay out 
of capital or unearned surplus a quarterly dividend on publicly held prior 
preferred stock where there was an earned surplus deficit but net income 
for the past year greatly exceeded the proposed dividend, assets in relation 
to the size of the proposed dividend were substantial, and no prejudice to 
security holders or the public was found. 


[April 6, 1943.] 


ECLARATION as to payment of dividends out of capital or 
D unearned surplus; permitted to go into effect. 


APPEARANCES: William W. Go- 
lub, for General Gas & Electric Cor- 
poration; Robert N. Hislop, for the 
Public Utilities Division of the Com- 
mission. 


By the Commission: General Gas 
& Electric Corporation, a registered 
holding company, has filed a declara- 
tion pursuant to § 12(c) of the Pub- 
lic Utility Holding Company Act of 
1935, 15 USCA § 791(c) and Rule 
U-46 promulgated thereunder. This 


declaration is concerned with a pro- 
posed payment out of capital or un- 
earned surplus of a quarterly divi- 
dend on the publicly held $5 prior 
preferred stock of declarant. The 
presently proposed dividend is appli- 
cable to the quarterly period ended 
March 15, 1942. 

Declarant has presently issued an 
outstanding 60,000 shares of $5 prior 
preferred stock. Of this issue, 27,- 
889.1 shares are held by the trustees 
of Associated Gas and Electric Cor- 
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poration, the immediate parent of de- 
clarant. The balance, namely, 32,- 
110.9 shares, are publicly held. The 
declaration includes a waiver on the 
part of the trustees providing that 
“should the declaration and payment 
of such dividend (i e., the dividend 
proposed in the declaration) be au- 
thorized by the Securities and Ex- 
change Commission, and the dividend 
declared by the board of directors of 
your corporation, we hereby waive our 
right as the holders of 27,889.1 shares 
of such stock to collect such quarterly 
dividend until further order 
of the Securities and Exchange Com- 
mission.” The aggregate amount of 
this dividend, for the quarterly peri- 
od, applicable to the publicly held stock 
is $40,138.63. 

Since the books of Gengas, as at 
November 30, 1942, reflect an earned 
surplus deficit of $2,633,278.29, the 
proposed dividend is to be provided 
for out of capital or unearned surplus. 

After appropriate notice, a public 
hearing was held at the request of a 
holder of cumulative preferred stock 
of Gengas. At the hearing no one 
appeared to oppose the proposed pay- 
ment of the dividend. The Commis- 
sion having considered the record 
makes the following findings: 


Nature of Declarant 


Gengas is a registered holding com- 
pany and a direct subsidiary of As- 
sociated Gas and Electric Corporation, 


also a registered holding company 
presently in reorganization pursuant 
to Chap. X of the Bankruptcy Ac. 
Gengas owns, directly and indirectly 
a controlling interest in a number of 
public utility operating companies, 
As at November 30, 1942, the total 
assets and other debits of Gengas, per 
books, aggregated $33,063,383.94, 
Net income for the twelve months 
ended November 30, 1942, as record- 
ed by Gengas, amounted to $342. 
476.50. A cash forecast for the year 
1943, submitted by the company in 
connection with the instant declara- 
tion, indicates that on December 31, 
1943, after making allowance for cer- 
tain cash commitments, but before 
making allowance for any dividends, 
Gengas will have available a balance 
of $395,400. From such available 
cash declarant presently proposes to 
pay dividends approximating $40,123. 


Factors Considered in Connection 
with the Declaration 


In addition to the prior preferred 
stock of Gengas, which by its terms 
is senior to all other publicly held 
securities, there are various series of 
cumulative preferred stock of Gengas 
outstanding in the hands of the pub- 
lic, as well as substantial amounts of 
Class A common stock and a slight 
amount of Class B common stock.’ 

As at November 30, 1942, the $6 
cumulative preferred stock had ac- 





i General Gas & Electric Corporation Capital Stocks Outstanding 
As at November 30, 1942 


Total Shares 
Outstanding 


Prior Preferred 
Junior Preferred 
Common: 
Class A 
Class B 
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60,000 
655,614.75 
4,915,248.4987 

3,047,000 


Shares Held By 
Public System 
32,110.9 27,889.1 
20,645.75 634,969 


2,29,3336.3757 2,621,912.1230 
10,014.775 3,036,985.225 
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cumulated dividends in arrears in the 
amount of $58.25 per share; the $7 
preferred stock, as at the same date, 
had accumulated dividends in arrears 
amounting to $67.67; and the $8 
cumulative preferred stock had ac- 
cumulated dividends in arrears of 
$77.33 per share. 

This is the fifth time that Gengas 
has filed a declaration to pay a quar- 
terly dividend on its publicly held prior 
preferred stock out of capital surplus. 
The principal factors which we have 
considered in permitting effectiveness 
to the four previous declarations were 
that the assets of Gengas in relation 
to the size of the proposed dividend 


were substantial and that at the pres- 
ent time the legal position of the prior 
preferred stock is prior to that of 
other public security holders. These 
same factors are persuasive in regard 
to the instant declaration. 

The declaration contains as an ex- 
hibit a copy of the proposed notice to 
security holders to accompany the 
dividend payment, stating that the 
dividend is being paid out of capital 
surplus. This we consider appropriate 
under the circumstances. 

We see no basis for the making of 
adverse findings regarding this dec- 
laration. An appropriate order will 
accordingly issue. 





SECURITIES AND EXCHANGE COMMISSION 


Re Peoples Light & Power Company et al. 


[File Nos. 54-67, 59-64, Release No. 4227.] 


Intercorporate relations, § 19.8 — Holding company simplification — Retainability 
of nonutility properties — Practice and procedure. 
1. Findings defining the integrated public utility systems in a holding com- 
pany system and determining which, if any, are retainable, are unneces- 
sary for the purpose of an interim determination of the retainability of 
water and irrigation businesses under the “other business” clauses of § 11 
(b)(1) of the Holding Company Act, 15 USCA § 79k(b)(1), upon ap- 
plication for such an order conforming with § 373(a) of the Internal 
Revenue Code as amended, including the recitals and specifications de- 
scribed in §§ 371(b), 371(f), and 1808(f) of the Internal Revenue Code, 


p. 306 


Intercorporate relations, § 19.6 — Holding company integration — Retention of 
water and irrigation properties. 


2. Water and irrigation business are not retainable in a holding company 
system when they have no substantial relationships with any of the electric 
or gas operations of the system and, therefore, are not reasonably inciden- 
tal or economically necessary or appropriate to electric or gas operations, 
p. 307. 

[April 6, 1943.] 


305 48 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


EQUEST by holding company, proposing to sell nonutility busi- 
R nesses to a public authority, for order conforming with pro- 
visions of Internal Revenue Code relating to retainability of 

properties; granted. 


APPEARANCES: Sidney Shemel 
and Paul P. Eagleton, for the Public 
Utilities Division of the Commission; 
David S. Henkel, for the respondents. 


By the Commission: The Com- 
mission on March 9, 1943, instituted 
proceedings under §§ 11(b)(1) and 
11(b) (2) of the Public Utility Hold- 
ing Company Act of 1935, 15 USCA 
§ 79k(b)(1), (2), against Peoples 
Light and Power Company (“Peo- 
ples’), a registered holding company, 
and its subsidiaries. These proceed- 


ings were consolidated for the purpose 
of hearings with those upon the ap- 
plication filed by Peoples with respect 


to a plan pursuant to § 11(e) of the 
act. The said consolidated hearing, at 
the request of Peoples, was postponed 
from April 1, 1943, to April 20, 1943. 


On March 25, 1943, Peoples and 
Texas Public Service Company 
(“Texas”), one of its subsidiaries, 
filed an amendment to the said plan. 
Such amendment states that Texas 
proposes to sell its water and irriga- 
tion properties and businesses in 
Jefferson, Hardin, Liberty, and 
Chambers counties, Texas, to the 
Lower Neches Valley Authority, an 
agency of the state of Texas, for the 
sum of approximately $3,055,000 in 
cash. 

[1] Peoples and Texas have re- 
quested that the Commission enter an 
order in these proceedings conform- 
ing with § 373(a) of the Internal 
Revenue Code as amended, which or- 
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der shall require, authorize, permit, 
or approve the sale by Texas of the 
aforesaid water and irrigation prop- 
erties in order to effectuate the provi- 
sions of § 11(b) of the act. Peoples 
and Texas have also requested that 
such order shall contain the recitals 
and specifications described in §§ 371 
(b), 371(£), and 1808(f) of the In- 
ternal Revenue Code as amended. 

The Commission considers the 
above to be a request for an interim 
determination of the retainability of 
such nonutility businesses under § 11 
(b)(1) of the act, and for the entry 
of such order as may be required in 
the light of such determination. 

After appropriate notice a public 
hearing in respect of this matter was 
duly held. Having considered the 
record herein, we make the following 
findings: 

Peoples is a registered holding com- 
pany controlling a group of subsidiary 
companies which operate electric 
utility properties in California, 
Oregon, Nevada, Idaho, Wyoming, 
and Texas, gas utility properties in 
Texas, and water and ice properties 
in certain of these states. Peoples 
also has one subsidiary company which 
is engaged in rice farming and owns 
no public utility properties. 

Texas, the only electric and gas 
utility subsidiary of Peoples in the 
state of Texas, conducts its electric 
operations at La Grange and its gas 
operations at Austin, Texas. It also 
owns and operates water and irriga- 
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tion properties in the vicinity of 
Beaumont, Texas, which it proposes 
to sell to the Lower Neches Valley 
Authority, as above stated. These 
properties are described in detail in 
the contract dated March 31, 1943, 
and filed in this proceeding. 

We have before us the problem of 
determining the retainability of the 
aforementioned water and irrigation 
businesses of Texas under the “other 
business” clauses of § 11(b) (1) of the 
act. Although we have not as yet 
defined the integrated public utility 
systems in Peoples’ holding company 
system, nor determined which, if any, 
are retainable, such findings are un- 
necessary for the instant decision." 


[2] The record shows that the 
water and irrigation properties of 
Texas which are proposed to be sold 
to the Lower Neches Valley Authority 
have no substantial relationships with 


any of the electric or gas operations 


in Peoples’ system. We are there- 
fore unable to find that these water 
and irrigation properties are reason- 
ably incidental, or economically nec- 
essary Or appropriate to such electric 
or gas operations. Consequently, 
irrespective of what utility properties 
are determined to be the integrated 
public utility system or systems to 
which Peoples’ holding company sys- 
tem must be limited, such water and 





1See Re The United Gas Improv. Co. 
(1941) Holding Company Act Release No. 


2913, 40 PUR(NS) 112. 


irrigation businesses are not retain- 
able in Peoples’ holding company sys- 
tem. In fact, Peoples and Texas 
[Texas Public Service Co.] have ad- 
mitted that these businesses cannot be 
retained under § 11(b) (1). 

We, therefore, find that Peoples 
must cease to own or operate, direct- 
ly or indirectly, any property or facili- 
ties now owned or operated by it 
through Texas Public Service Com- 
pany for the purpose of conducting, 
directly or indirectly, any water and 
irrigation businesses in Jefferson, 
Hardin, Chambers, and Liberty coun- 
ties, Texas. We also find that Texas 
must cease to own or operate, directly 
or indirectly, any properties or facili- 
ties for the purpose of conducting, 
directly or indirectly, such businesses. 

It appears that the proposed sale to 
Lower Neches Valley Authority is in 
conformity with and will carry out 
our accompanying order which, in ac- 
cordance with the above findings, will 
require that Peoples and Texas cease 
to own or operate, directly or indirect- 
ly, said businesses. We conclude, 
therefore, that such sale is necessary 
or appropriate to the integration or 
simplification of Peoples’ holding 
company system and that said sale is 
necessary or appropriate to effectuate 
the provisions of § 11(b) of the act. 
Our order will reserve jurisdiction 
over the disposition of the proceeds 
of such sale. 


An appropriate order will issue. 
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SECURITIES AND EXCHANGE COMMISSION 


Re The North American Company et al. 


[File No. 59-10, Release No. 4235.] 


Intercorporate relations, § 19.3 — Holding company simplification — Retainable 


property. 


The retention of transmission lines and facilities belonging to a wholly 
owned subsidiary, by a parent whose principal business is the transmis- 
sion and wholesale distribution of natural gas, is permissible under § 11 
(b)(1) of the Holding Company Act, 15 USCA § 79k(b)(1), if the 
parent is dependent upon such lines and facilities and they constitute an 


integral part of its assets. 


[April 9, 1943.] 


EHEARING on question of retention of transmission lines and 
R facilities under § 11(b)(1) of the Holding Company Act 
upon receipt as to further proof as to propriety of retaining prop- 
erties; order amended to permit retention. For earlier decision, 


see (1942) 43 PUR(NS) 257. 


APPEARANCES: Lawrence I. Shaw, 
Omaha, Nebraska, for Northern Nat- 
ural Gas Company and Argus Natural 
Gas Company, Inc.; Henry C. Lank, 
for the Public Utilities Division of 
the Commission. 


By the Commission: On March 8, 
1940, the Commission instituted pro- 
ceedings pursuant to § 11(b)(1), 15 
USCA § 79k(b)(1) against The 
North American Company and _ its 
subsidiaries." By reason of the own- 
ership by North American Light & 
Power Company, a direct subsidiary 
of The North American Company, of 
35 per cent of the common stock of 
Northern Natural Gas Company, a 
registered holding company, the latter 
company and its two wholly owned 


subsidiaries, Argus Natural Gas Com- 
pany, Inc., and Peoples Natural Gas 
Company, were made respondents in 
such proceedings, filed answers, and 
were represented at the hearings held 
in connection therewith. By order 
dated April 14, 1942,? we directed 
The North American Company and 
certain of its subsidiaries to take steps 
necessary to comply with § 11(b)(1) 
and in connection therewith directed 
Northern Natural Gas Company, 
hereinafter sometimes referred to as 
Northern, to dispose of its ownership, 
control, and holding of the securities 
and properties of Argus Natural Gas 
Company, Inc., hereinafter sometimes 
referred to as Argus. 

On May 8, 1942, Northern filed a 
petition, amended May 27, 1942, to 





1 Holding Company Act Release No. 1960. 


48 PUR(NS) 


2 Holding Company Act Release No. 3405, 
43 PUR(NS) 257. 
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yacate that portion of our order of 
April 14, 1942, pertaining to it. Such 
petition was disposed of by an order * 
entered on June 25, 1942, directing 
that the record be reopened and a 
hearing convened for the limited pur- 
pose of receiving evidence as to 
Northern’s retention of the transmis- 
sion lines and facilities of Argus. 
Our findings and opinion in support 
of that order stated: 

“, . Should proof of the facts 
alleged in the petition as heretofore 
noted be made, amendment of our 
order with respect to Northern’s 
system may be appropriate. That or- 
der required Northern to divest itself 
of all securities and properties of Ar- 
cus. If it should appear that North- 
ern does, in fact, depend upon the 
transmission pipe lines now held by 
Argus for the transmission to North- 
ern’s directly owned pipe lines of sub- 
stantial amounts of gas from North- 
ern’s gas leaseholds, it might be ap- 
propriate under the statute to permit 
Northern to retain these transmission 
lines. We have already found the 
pipe-line assets of Northern to be re- 
tainable in combination with Peoples, 
as a business reasonably incidental, 
or economically necessary or appro- 
priate to the operations of Peoples; 
and we believe, consistency and good 
sense dictate that we should entertain 
evidence, not previously considered, 
which may show that the transmission 
lines now held by Argus are, in fact, 


an integral part of the pipe-line as- 
sets directly owned by Northern. We 
shall, therefore, direct the reopening 
of the record and further hearing for 
the limited purpose of exploring the 
relationship of the transmission lines 
now held by Argus to the business of 
Northern and Peoples.” * 

Accordingly, the record was re- 
opened for the limited purpose speci- 
fied and a hearing was held on Febru- 
ary 17, 1943. 

The business of Northern consists 
of the transmission and wholesale 
distribution of natural gas ;* its prop- 
erties consist primarily of transmis- 
sion, branch and gathering lines and 
gas leasehold estates. The transmis- 
sion system extends from the Pan- 
handle gas field in western Texas to 
Minneapolis, Minnesota, and conveys 
natural gas from that field and fields 
in western Kansas for distribution by 
nonaffliate public utility companies 
and by the subsidiary, Peoples Nat- 
ural Gas Company, to consumers in 
Nebraska, Iowa, Minnesota, North 
Dakota, and South Dakota. 


Argus owns and operates a trans- 
mission system and distribution facili- 
ties in southwestern Kansas. Its 
transmission system consists of ap- 
proximately 151 miles of main lines 
transmission lines, 73 miles of branch 
lines, and 24 miles of gathering lines. 
It is these transmission, branch, and 
gathering lines, together with town 
border stations that Northern is now 





’Holding Company Act Release No. 3630. 
P 8a We also stated, in part, in the opinion: 
Nothing contained in Northern’s petition in- 
dicates the need for reopening the record or 
considering any modification of our order as 
respects the distribution facilities of Argus. 
We have found that Argus, as a public utility 
system, cannot be retained together with Peo- 
ples, under the standards of clauses (A) and 
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(C) of § 11(b)(1) and proof of all the 
allegations of the petition would not permit 
us to change that result.” 
4It also sells natural gas to farmers along 
its right of way, for drilling and pumping 
operations and to industrial consumers but is 
not a gas utility company within § 2(a) (4), 
15 USCA § 79b(a) (4). 
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seeking permission to retain as part 
of its system. 

About half of the gas requirements 
of Northern are produced in the 
Texas Panhandle field, the remainder 
being produced in the Hugoton, Otis, 
and Orth fields in Kansas. In 1940, 
38 per cent of this remainder was 
taken from the Hugoton field. The 
Otis field is relatively small and is in 
a decadent stage. Rock pressure is 
dropping at the rate of 7 to 10 pounds 
per year and respondent states that 
the next winter season will be the last 
in which it can expect to maintain its 
present rate of withdrawal. Respond- 
ent obtains a relatively minor portion 
of its requirements from the Orth 
field by purchase from nonaffiliated 
interests. The Panhandle field has 
begun to show some drop in rock 
pressure but there is no indication that 
material diminution of flow is immi- 


nent. The Hugoton field is only par- 
tially developed and, in the opinion of 
the respondent, its leasehold estate in 
that field constitutes its sole reserve 


source. 

At present, Northern has _lease- 
holds to the extent of 182,000 acres 
in the Hugoton field, 8,310 acres of 
which are producing through thirteen 
wells, twelve of which are connected 
to Argus lines. Of this total acreage, 
114,300 acres (approximately 63 per 
cent) are described by respondent as 
being traversed by, or adjacent to the 
Argus pipe lines. Said leaseholds 
consist of four separate blocks of 
acreage. The southernmost, com- 
prised of about 42,000 acres traversed 
by the Argus lines and 67,800 acres 
along and south of Northern’s lines, 
is the most extensive. There are ten 
wells located on the 42,000 acres all 
48 PUR(NS) 


of which are connected to the Argy 
lines and there is one well on the 
67,800 acres which is connected ty 
Northern’s line. The next largest 
block comprises about 32,000 acres 
along and adjacent to Argus lines x 
the northern extremity of the Hugo. 
ton field. There are presently only 
two producing wells on this second 
block, both of which are connected ty 
the lines of Argus. The other two 
blocks of acreage of about 25,00 
acres and 12,000 acres, respectively, 
are nonproducing and lie between the 
first described blocks and, while in. 
cluded by the respondent in the 114. 
300 acres described as being adjacent 
to Argus lines, are 15 miles remot 
from such lines. They are, however, 
much closer to the Argus lines than 
to any lines of Northern. 

With the diminution of flow from 
the Otis field Northern expects to ac- 
celerate development in the Hugoton 
field to compensate for this loss of 
supply and to meet increasing de- 
mands. The record discloses that 
Northern’s demands have been con- 
stantly increasing and that among its 
industrial consumers are several cor- 
cerns engaged in substantial and im- 
portant war production work. Re- 
spondent represents that if such de- 
velopment is carried out in the acre- 
age adjacent to the Argus lines, the 
use of such lines will constitute the 
logical and least expensive method of 
delivering the output to the Northern 
system, and that regulatory and de- 
fense agencies have indicated that no 
new facilities will be authorized where 
present facilities are available. It 
further appears that Northern, to 4 
considerable extent at present and to 
an increasingly greater extent in the 
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future, does and will depend upon the 
transmission facilities of Argus for 
the transmission to Northern’s direct- 
ly owned pipe lines of substantial 
amounts of gas from Northern’s gas 
leaseholds. In the light of these cir- 
cumstances we find that the pipe-line 
transmission facilities of Argus can 
logically be considered an integral 
part of the pipe-line assets directly 
owned by Northern and which we 
have previously found to be retain- 
able in the system. 

As of December 31, 1942, the prop- 
erty of Argus was carried on the 
books of that company in the amount 
of $2,364,835, of which, according to 
the statement of respondent, $1,302,- 
374 is applicable to the pipe lines and 
gathering lines and town border sta- 
tions which Northern desires to re- 
tain. Depreciation reserve is recorded 
by the company at $665,947, of which 
$484,058 is stated to be applicable to 
the property desired to be retained, 


resulting in net property (per books) 
of $818,316 proposed retention. If 
not required to dispose of these facili- 
ties, respondent proposes to make ap- 
plication for their purchase from Ar- 
gus. The breakdown of Argus’ prop- 
erty account between the property 
which we have found may be retained 
and that which we have found must 
be disposed of, will be fully explored 
at an appropriate later date. 

It appearing that the transmission, 
branch, and gathering lines of Argus 
up to and including the town border 
stations constitute a logical addition 
to the Northern system and that their 
retention by Northern is in the inter- 
ests of investors and the public, our 
order of April 14, 1942, supra, re- 
quiring divestment of all of the prop- 
erties of Argus will be modified to 
permit retention of the transmission, 
branch, and gathering lines and town 
border stations. 

An appropriate order will issue. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Pavilion Natural Gas Company 


[Case No. 9458.] 


Valuation, § 96 — Ascertainment of accrued depreciation — Adequacy of sup- 


porting evidence. 


1. Depreciation estimates relating to gas properties as of a certain past 
date can be disregarded where testimony as to the expected lives and sal- 
vage value of the properties on which the estimates were based had little 
or no basis in the company records or other facts, p. 317. 


Accounting, § 10 — Depreciation reserve — Retroactive revisions — Transfer to 


surplus. 


2. A gas company which has reduced its retirement reserve which had 
accrued over a period of years may not retroactively transfer the difference 
to surplus without prior Commission approval, p. 318. 
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Accounting, § 10 — Depreciation reserve — Revisions — Transfer to surplus — 


Necessity of authorization. 


3. A gas company seeking to transfer amounts from depreciation reserve 
to surplus as an adjustment of charges previously made to depreciation re. 
serve must make the necessary prior application for Commission approval 
and assume the burden of supporting it with adequate proof, p. 319, 


Accounting, § 10 — Depreciation reserve — Revisions — Unauthorized transfer to 
surplus — Retroactive authority. 

4. A gas company which transferred amounts from depreciation reserve 

to surplus as an adjustment of charges previously made to depreciation re- 

serve, without the required Commission approval, may not get such ap- 

proval nunc pro tunc, particularly where many changes during the inter. 

vening years have been found to necessitate heavy charges to depreciation 


reserve, p. 319. 


Accounting, § 10 — Depreciation reserve — Revisions — Correction of unav- 


thorized entries. 


5. Unauthorized transfers from depreciation reserve to surplus should be 
written off at once by further reduction in the stated value of the com- 
pany’s common stock, rather than by spreading them over periods in the 


future, p. 319. 


Accounting, § 10 — Retransfer of reserves — Depreciation. 


6. Amounts transferred from depreciation reserve to surplus without prior 
Commission authorization should be returned to reserve for depreciation, 


p. 320. 


[April 1, 1943.] 


EHEARING of Commission order requiring gas company to 
R reverse entries transferring amounts from depreciation re- 
serve to surplus without prior Commission authorization; order 

affirmed. 


APPEARANCES: Gay H. Brown, 
Counsel (by Laurence J. Olmsted, 
Assistant Counsel) for the Public 
Service Commission; Griggs, Bald- 
win & Baldwin, by Charles G. Blakes- 
lee, New. York city, attorneys, for the 
Pavilion Natural Gas Company. 


Burritt, Commissioner: My re- 
port dated March 9th dealing with the 
original cost of this company’s prop- 
erty in connection with its continuing 
property record was approved by the 
Commission on March 17, 1942. The 
report was served on the company 
without order prescribing journal en- 
48 PUR(NS) 


tries, and the company was requested 
to advise the Commission what ac- 
tion it would take upon the recom- 
mendations made. On May 1, 1942, 
a letter was received from the com- 
pany asking for a further hearing to 
present evidence on three points (in- 
fra) outlined in its letter. A further 
hearing was granted and held on June 
8 and July 6, 1942. 

On October 20th the Commission 
approved by supplemental memoran- 
dum dated October 13th, modifying 
somewhat prior recommendations. 
On the same day it also adopted an 
order prescribing journal entries. 


312 





lus ~ 


serve 
on re- 
or oval 


fer to 


serve 
 re- 
h ap- 
inter- 
iation 


unau- 
Id be 


com- 
n the 


prior 
ation, 


RE PAVILION NATURAL GAS CO. 


Journal entry No. 4, which was the 
subject of this rehearing, is as fol- 
lows : 

Entry No. 4 


200—Common Capital Stock—Dr. 
Earned 


Surplus—Dr. ....... ROPER 1 RIO Ra ON 
250—Reserve for Depreciation of Gas Plant—Cr. ............ 


up to Depreciation Reserve and Sur- 
plus. 
The concluding paragraph of rec- 


$92,429.85 
103,729.77 
$196,159.62 


“To reverse entries transferring amounts from the depreciation reserve to Surplus 
and from Surplus to the account for Capital Stock. This adjustment made in ac- 
cordance with order of the Commission dated October 20, 1942, in Case 9458.” 


On November 12th the company ap- 
plied for and was granted a rehearing 
in this proceeding. Hearings were 
held at New York city on December 
28, 1942, and February 8, 1943. The 
bases for the further hearings held in 
June and July, 1942, as set up in the 
company’s letter of May 1, 1942, 
were the presentation of further evi- 
dence in relation to: 


1. The purchase of the property 
and the capital stock outstanding of 
the Pittsburgh Gas & Fuel Company. 

2. The construction of the trans- 
mission line connecting its system 
with the Newfield company. 

3. Proposals relative to a write- 
down of capital stock to meet write- 
off directed by the Commission in 
which the company would under cer- 
tain conditions acquiesce (certain 
conditions referred to in this para- 
graph were a partial write-down such 
as would avoid a deficit in surplus). 


In the latest hearings in December, 
1942, and February, 1943, no further 
testimony was presented on Items 1 
and 2 above, so that it may be assumed 
that the company raises no further 
questions as to these determinations. 
All the testimony at the hearings of 
December 28, 1942, and February 8, 
1943, was directed to this matter of a 
reduction of the common stock and 
testoration of the amount of the write- 
ommendations in my _ supplemental 
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report of December 2nd was as fol- 
lows: 

“3. That the company be required 
to reverse the transfer of $196,159- 
.62 made from Retirement System to 
Surplus in 1926 together with trans- 
fer from Surplus to Stated Value of 
common stock of that portion of the 
Earned Surplus representing Retire- 
ment Reserve ($92,429.85). The 
further suggestion is made that the 
company increase its proposed trans- 
fer from the Stated Value of Common 
Stock to an amount sufficient to wipe 
out the deficit in surplus.” 

For convenience and understanding 
the facts on which the original action 
of the Commission in this matter was 
based and the issue involved in this 
rehearing, my report on this item is 
quoted in full from page 42 to 44 of 
the original memorandum of March 
9, 1942. 


Depreciation Reserve 

“When the stock of the Pavilion 
Company came into the possession of 
its present owner, the Genesee Valley 
Gas Company, the new management 
undertook considerable revision of the 
accounts of the company. From 
1909 to September 15, 1926 deprecia- 
tion had been computed by the com- 
pany on the straight-line basis. In 
1926 the new management changed 
the basis of depreciation accruals from 
straight line to a percentage of annual 
48 PUR(NS) 
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gross revenue. From September 16, 
1926, through 1927 the accrual was 
123 per cent of annual gross revenue. 
For the period 1928 through 1937 
the accrual was 6 per cent of annual 
gross revenue. This change in policy 
resulted in smaller credits to the re- 
serve after 1926 as compared with the 
years prior to 1926. The plant 
balance was substantially increased in 
this latter period due to the construc- 
tion of the water gas plant at Pavilion. 

“In addition to revising the policy 
with respect to annual accruals, the 
new management, in 1927, adjusted 
all accruals prior to September 15, 
1926 to 124 per cent of a gross 
revenue. As of December 31, 1926, 
there had been credited on the books 
an amount of $477,581.59 as deprecia- 
tion. The recomputation of depre- 


ciation by the new management was 


alleged to show that $281,421.97 was 


sufficient depreciation on the new 


basis. This left an excess of accrued 
depreciation as determined by this 
method of $196,159.62. In 1927 this 
sum, stated to be ‘an adjustment of 
depreciation accruals for the period 
January 1, 1907 to December 31, 1926 
to reduce same to equal 124 per cent of 
the gross revenues,’ was debited to 
depreciation reserve and credited to 
surplus. 


“The company’s position as to this 
transfer as stated by its counsel, is: 

“*The transfer to surplus from de- 
preciation reserve of the sums of 
$196,160 made in December, 1927, 
but as at December 31, 1926, was a 
proper adjustment of charges pre- 
viously made to depreciation reserve, 
and Pavilion contends that such trans- 
fer should obtain the approval of the 
Commission.’ 
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“This transfer was made without 
reference to the Commission at the 
time and has never been approved, 
The company’s statement apparently 
recognizes that such approval should 
have been obtained, and now asks for 
it nunc pro tunc. The attention of 
the witness was called to the provision 
of Account 251—Retirement Re. 
serve, in the 1923 System of Accounts, 
under which the company was then 
operating, and which provides: ‘no 
portion of the amount reserve for re- 
tirement shall be diverted to surplus 
or other use made thereof except as 
above provided without the approval 
of the Commission.’ 

“This transfer having been made 
without authority is therefore void 
and of no effect and should be re- 
versed. Nor do the facts warrant 
such a transfer, and approval of it 
should not now be given.” 


Company's Proof on Rehearing 


The Pavilion Gas Company dis- 
tributed straight natural gas of about 
1000 stu content from its own wells 
from the date of its organization to 
September 1, 1926. By this time the 
natural gas supply had diminished 
considerably. On or about that date 
with the consent of the Commission 
the Genesee Valley Gas Company ac- 
quired the $100 par value stock of the 
Pavilion Company at a price of $330 
per share and began the construction 
of a manufactured gas plant in which 
Pavilion’s remaining natural gas sup- 
ply was utilized as an enricher only. 
The pull on its gas wells was thus re- 
duced. The first water gas set was 
installed in 1927 and the second set 
in 1928. From 1927 the company 
continuously furnished a mixed gas 
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with a 537 Bru content up to 1937 
when a supply of natural gas from the 
Cabot Gas Corporation became avail- 
able. 

As set forth fully in my prior re- 
ports, at the time of the acquisition of 
the stock of the Pavilion, the new 
owners claimed that the rate of de- 
preciation accruals on the books was 
excessive, reduced this rate of ac- 
cual to 124 per cent of revenue, and 
recalculated the accruals back to 1907 
on the new basis. The difference be- 
tween the depreciation reserve ap- 
pearing on the books and the retroac- 
tively calculated depreciation for the 
period from 1907 to September 15, 
1926, or $196,844.50 was then (De- 
ceember, 1927) transferred by journal 
voucher No. 13 from Reserve for 
Depreciation to Surplus. 

It was claimed by the company that 
accrual at the new rate of 123 per cent 
of revenue for this period was equiva- 
lent to more than 7 per cent of fixed 
capital before and about 3 per cent 
after the $196,844.50 had been trans- 
ferred from Depreciation Reserve to 
Surplus. The further claim was made 
that the alleged excessive deprecia- 
tion accruals had resulted in a deficit 
in Surplus of $112,595.21 as of 
September 15, 1926. The result of 
the transfer of $196,844.50 made by 
the company in 1927 was to wipe out 
the profit and loss deficit existing at 
the time and the setting up of an 
Earned Surplus of $84,249.29. In 
addition, by reason of the cancellation 
of the amount claimed to be due the 
Independent Gas Company (see memo 
of October 9th) and Contributions of 
$100,000 by that company, together 
with other minor adjustments, a 
capital surplus of $403,582.52 was 
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claimed to have been created. The 
calculations on which the above trans- 
fer was based were attached to and 
filed with Journal Entry 13 (Exh. 
34) at the time of the transaction. 

Based on the Fixed Capital calcu- 
lations and the depreciation accruals 
attached to and supporting journal 
entry No. 13, the company presented 
as Exhibit 35 a tabulation of earnings 
for the years 1921 to 1925 and to and 
including September 15, 1926, pur- 
porting to show that the Pavilion 
Company had increased its reserve for 
the amortization of capital by $250,- 
297.03 during this period and that the 
book result of operations for this 
period was a deficit in surplus of 
$141,815.21. From these figures the 
witness White then claimed that of 
the 6-year accrual of $250,297.03 to 
the Reserve, only $108,481.82 could 
have been obtained from earnings and 
that the balance of $141,815.21 must 
have come from Surplus. 

The transfer of $196,844.50 from 
Reserve to Surplus has never been ap- 
proved by the Commission. Further- 
more, it nowhere appears that the 
Pavilion Company made specific ap- 
plication to the Commission at any 
time prior to 1942 for such approval. 
Nevertheless, the company maintains 
that the Commission knew of the 
transfer and that the matter was be- 
fore it. Witness White cited cor- 
respondence with the secretary in 
1928 and 1929. Ina letter dated No- 
vember 19, 1928, written in connec- 
tion with the examination of annual 
reports, the secretary advised the com- 
pany as follows: 

“Page 30. Please advise fully the 
reason and basis for the credit to Sur- 
plus of $196,844.50, which amount 
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was concurrently charged to Retire- 
ment Reserve. In this connection at- 
tention is directed to the accounting 
classification which provides that no 
portion of the amount reserved for 
retirements shall be diverted to sur- 
plus without the approval of the Pub- 
lic Service Commission.” 

The company further points out 
that in connection. with its applica- 
tion made on March 21, 1929, in Case 
5325 for permission to issue $496,- 
830.15 face amount of 6 per cent 
mortgage gold bonds, it furnished the 
Commission with balance sheets re- 
flecting the above transfers from Re- 
serve to Surplus and with these bal- 
ance sheets before it the Commission 
authorized the issuance of $496,830.- 
15 of such bonds of which $480,000 
are now outstanding. Attention was 
also called to a note which had been 
placed on the balance sheets (it was 
not on the balance sheet submitted in 
Case 5325 in 1929) reading as fol- 
lows: 

“Without the transfer from Re- 
tirement Reserve to Corporate Sur- 
plus, there would have been a deficit 
in Corporate Surplus as of September 
15, 1926, of $104,147.02 and a deficit 
in Corporate Surplus as of August 31, 
1928 of $58,601.72.” 

It was further pointed out that the 
Secretary of the Commission had ad- 
vised the company by letter dated Feb- 
ruary 21, 1929, that: 

“The matter of adjustments in Re- 
tirement Reserve and in Corporate 
Surplus will Se made the subject of a 
separate communication.” 

Again on February 23, 1929, the 
Secretary of the Commission in- 
formed the Pavilion Company among 
other things that: 
48 PUR(NS) 


“In view of the fact that there ig 
pending a petition in Case 5325 whic 
will undoubtedly necessitate both an 
accounting and engineering survey of 
the records and property of the 
respondent, a special investigation re. 
lating to these surplus adjustments 
will not be initiated at this time by 
will be considered in connection with 
the formal proceeding.” 


In this letter the secretary further 
informed the company that a notation 
should be made in its 1927 report? as 
to the balance sheet, as follows: 

“Reported balances at December 
31, 1927, in accounts representing Re. 
tirement Reserve and Profit and Loss 
in Surplus include a transfer from the 
former to the latter of $196,844.50, 
which transfer was made without the 
approval of the Public Service Com- 
mission. The items shown therefor 
will be considered as tentative only 
until the Commission has passed upon 
the propriety thereof.” 


It appears that this question was 
not reported to or passed upon by the 
Commission for a period of at least 
ten years and that no report was made 
by the Accounting Division of the 
Commission in regard to the matter 
during that period. On October 30, 
1939, a field report of the accounting 
division dated May 23, 1938, made in 
connection with Case 5325 was 
served upon the company. This re- 
port is also Exhibit 1 in this proceed- 
ing (Case 9458). 

Among other things this report 
contained the statement that: 

“The engineering division is also 
requested to report’ upon the ac- 





1No such note in the Balance Sheet in 
Company’s Annual Report for 1941. 
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RE PAVILION NATURAL GAS CO. 


crued depreciation on the property of 
the petition as of January 1, 1938.” 

In a reconciliation with the continu- 
ing property record in this proceeding 
the company shows that the amount 
of $505,408.02 is now carried in its 
fixed capital accounts (Accounts 101 
and 104) representing the property 
installed prior to September 1, 1926, 
and surviving at January 1, 1938. No 
determination of the depreciation 
existing in this company’s property 
has been made by the Commission 
during the period from 1926 to 1938, 
the date of the continuing property 
record. 


Testimony on Depreciation 


[1] Upon the rehearing the com- 
pany made a weak attempt to show 
that the depreciation in its property 
was in 1926. It presented as a wit- 
ness Mr. Harry Barker, of Barker 
and Wheeler, a reputable engineer 
who has frequently appeared before 
this Commission principally as repre- 
senting municipalities. Mr. Barker 
testified and offered computations 
purporting to show “the amount of 
retirement reserve which I think they 
should have had in September, 1926, 
to meet the accruing depreciation on 
the property they had at the time.” 
He estimated the expected lives of 
the different classes of property and 
the salvage expected to be realized. 
From this he developed percentages 
and amounts of annual and accrued 
depreciation which he applied on a 
so-called straight-line basis. 

When asked by his counsel as to 
whether his result “measures the de- 
preciation as of September 15, 1926 
in any way, shape, manner, or form,” 
he replied that he “did not think that 


that statistical figure for a required 
depreciation reserve is necessarily a 
measure of the depreciation itself 

it is a spread of that cost over 
the life uniformly. It is a convenient 
way of setting aside the funds to re- 
pay the company for its sacrifice of 
capital.” 

On cross-examination the witness 
admitted that he did not see the prop- 
erty in 1926, although he claimed to 
have been “familiar with that ter- 
ritory more or less for a good many 
years.” He drove over the area late 
in 1942 to refresh his recollection, 
spending one day there. He stated 
that he made his own study but that 
the information he had was very 
meager. He made no detailed ex- 
amination of the company’s records; 
he said that he examined the com- 
pany’s annual reports to the Commis- 
sion but could not remember what 
ones; he had no specific well pressures 
in mind; he did not have any figures 
in his working papers. His memory 
was short on several points. 

He testified that as a basis for his 
estimate of service lives he terminated 
the lives of Pavilion wells in 1952 and 
estimated that the Cabot gas supply 
would last one or two years after 
1942. He made no use of the exten- 
sive data on gas produced, purchased, 
and used over a long period of years 
which the company had and which the 
Commission staff later introduced in 
evidence. The lives assigned to vari- 
ous units of property by Mr. Barker 
were arbitrary and unsupported by 
any definite data. It was “just judg- 
ment” unsupported by facts. 

This horseback estimate of depre- 
ciation can be given little weight. The 
witness himself did not believe that 
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his mechanical processes were a meas- 
ure of depreciation. To the small ex- 
tent that the judgment of the witness 
was used—as in the estimated lives of 
classes of property and salvage—it 
has little or no basis in company rec- 
ords or other facts. This testimony 
may be disregarded as showing the 
depreciation existing in the property 
in September, 1926. 


Allegations of the Company 


In its petition for rehearing dated 
November 10, 1942, company counsel 
set up six errors which he alleged had 
been made by the Commission in its 
order of October 20, 1942. Each of 
these will now be considered. It is 
alleged that the Commission erred: 

(A) In holding and deciding that 
the “Reserve for Depreciation” as of 
December 31, 1937, was in either 
year, inadequate or less than required 
depreciation reserve, or in directing 
that any amount should be transferred 
to Depreciation Reserve from Surplus 
as of December 31, 1937. 

This allegation is not substantiated 
by the facts. At no time has the Com- 
mission held,or decided that “Reserve 
for Depreciation” at any date from 
1926 to 1942, inclusive, was or is 
either adequate or inadequate. The 
adjustments of the reserve shown on 
the balance sheets attached to my re- 
port of October 13, 1942, which were 
discussed in that report and in the re- 
port of March 9, 1942, and reflected 
in the Commission’s order of October 
20, 1942, are book adjustments made 
necessary by retirements by charges 
to the reserve which are discussed in 
detail and which have been accepted 
by the company and by the reversal of 
the unauthorized transfer from re- 


serve to surplus. No study of the ac. 
crued depreciation actually existing in 
this company’s property has been un- 
dertaken and no determination of de- 
preciation has been made during the 
period in question. 

[2] (B) That in making its order 
in connection with the transfer from 
Retirement Reserve to Surplus as of 
December 31, 1927, the Commission 
acted without authority of the statute 
and wholly without evidence to sus- 
tain its findings and beyond its juris- 
diction, and by applying illegally and 
retroactively certain alleged require- 
ments contained in its System of Ac- 
counts for Gas Companies effective 
January 1, 1938. 

This allegation is principally a legal 
conclusion. The only finding made 
was that the company had no author- 
ity to make the transfer from Reserve 
to Surplus and had, therefore, itself 
acted illegally and without authority 
to make the transfer for which ap- 
proval of the Commission was re- 
quired by the system of accounts 
(Account 251, 1923 System, and Ac- 
count 251—Note, 1938 System). In 
spite of repeated advice to this effect, 
the company made no definite applica- 
tion prior to 1942 and continued to 
carry on its books the items illegally 
transferred. 

While it is true as stated by counsel 
that under the systems of accounts in 
effect during the period from 1907 to 
1926 the company had the right to 
select the amounts which it would ac- 
crue to retire its fixed capital, it by no 
means follows that, having made such 
a decision as to the amount to be ac- 
crued, having charged the annual ac- 
cruals to its operating expenses, and 
having reduced these accruals to 4 
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RE PAVILION NATURAL GAS CO. 


smaller amount, the difference should 
then be retroactively transferred to 
surplus. Such a transfer is specifical- 
ly prohibited by the system of ac- 
counts without prior approval of the 
Commission. 

[8, 4] (C) In directing a transfer 
from Surplus to Depreciation Re- 
serve as Of December 31, 1937 or as 
of January 31, 1942, without any ev- 
idence to support either of said find- 
ings, or without evidence to support a 
finding that the retirement reserve set 
forth on the company’s books as of 
December 31, 1927, and the Deprecia- 
tion Reserve as set forth on the com- 
pany’s books as of January 31, 1942 
was not a reasonable, proper, and ad- 
equate amount for all purposes for 
which such reserves were required. 

This allegation is a curious twist- 
ing of the facts. As previously point- 
ed out the Commission made no find- 
ing that the depreciation reserve of 
the company was or was not a reason- 
able, proper, and adequate amount. 
It was not required to do so. The 
obligation was on the company to 
make the necessary prior application 
for approval and to assume the burden 
of supporting it with adequate proof. 
It did neither. It should not now be 
heard to complain about a situation 
resulting from its own neglect. The 
future consideration of the matter 
promised by the secretary has now 
been given and it is determined that 
approval of the transfer nunc pro 
tunc should not be given as of Decem- 
ber 31, 1927. Further, as has subse- 
quently appeared, many changes have 
occurred during the intervening years 
and heavy charges to the reserves 
have been found necessary in this in- 
vestigation. These facts make even 
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more questionable the propriety of a 
transfer from Reserve to Surplus, and 
require adequate proof as of the 
present time which has not been pre- 
sented. 

(D) The Commission erred in ap- 
plying the provisions of its Uniform 
System of Accounts for Gas Com- 
panies effective January 1, 1938, and 
the requirements expressed therein re- 
lating to reserves for depreciation to 
the reserve accounts of the Pavilion 
Natural Gas Company which had 
been created for corporate purposes 
in accordance with the two existing 
and effective Uniform System of Ac- 
counts for gas companies prior to the 
promulgation of the new Uniform 
System of Accounts for Gas Com- 
panies effective January 1, 1938. 

This allegation is an erroneous con- 
clusion. The provisions of the prior 
systems of accounts and of the system 
of January 1, 1938, are the same in 
respect to requirements for prior Com- 
mission approval. This point has 
been further discussed under allega- 
tion (B). 

[5] (E) That the Commission 
erred in applying to the books, ac- 
counts and records of the Pavilion 
Natural Gas Company requirements 
ostensibly in accordance with the Uni- 
form System of Accounts for Gas 
Companies effective January 1, 1938, 
different from those applied to other 
regulated gas companies in like situa- 
tions in that if the said Uniform Sys- 
tem of Accounts for Gas Companies 
effective January 1, 1938, is proper 
and legal it must be applied uniformly 
to all gas companies. 

The reference is to the proceeding 
on motion of the Commission as to 
the propriety and accuracy of the ac- 
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counts, books, and records of the New 
York & Richmond Gas Company 
(Case 8700) (See [1938] 23 PUR 
(NS) 463) and to the opinion of the 
Commission approved May 12, 1941, 
in which that company was authorized 
to present a plan for the amortization 
of some $400,000 rather than to 
write off this amount against its sur- 
plus or to make further reductions in 
the values of its common stock or sur- 
plus. 

The situation in the New York and 
Richmond Gas Company Case is 
quite different from that of Pavilion 
which we have before us. In that 
case the large balance for further dis- 
position was made up principally of 
reductions in utility plant accounts 
some of which were properly charge- 
able to Plant Acquisition Adjust- 
ments. In this case the item in ques- 
tion is an improper and unauthorized 
transfer from reserve to surplus and 
the account Plant Acquisition Adjust- 
ments has no applicability. As point- 
ed out in the New York and Rich- 
mond Case, it is always preferable to 
write off the whole amount of such 
questionable items at once by a further 
reduction in the stated value of the 
common stock rather than to spread 
them over periods in the future, In 
the case of Pavilion a reduction in 
the stated value of common stock suf- 
ficient to eliminate the deficit in sur- 
plus could readily be made by stock- 
holders, and to do so would result in 
a balance sheet which would set forth 
the facts accurately. 

(F) That the Commission in re- 
fusing to accept in evidence exhibit 
marked for identification as Exhibit 
26 showing accrued depreciation of 
fixed capital of the Pavilion Natural 
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Gas Company installed prior to Sep- 
tember 15, 1926 arrived at by the use 
of annual depreciation the rates ap- 
proved by the Public Service Com- 
mission in other cases involving gas 
companies in connection with mains, 
services, meters, and other classes of 
identical property, as that of the 
Pavilion Natural Gas property. 

Exhibit 26 is a statement of the 
fixed capital of the Pavilion Gas Com- 
pany installed prior to September 15, 
1926, to which company’s witness 
White applied the annual depreciation 
rates set up by Mr. Hine for the prop- 
erty of the Brooklyn Borough Gas 
Company (Case 10131) and adopted 
in the opinion approved by the Com- 
mission May 12, 1941. I refused to 
receive this exhibit in evidence. No 
similarity of the two properties or of 
the soil and other conditions had been 
shown. Nor had the depreciation 
rates used by Mr. Hine for the prop- 
erty of the Brooklyn Borough Gas 
Company been shown to be properly 
applicable to the property of the Pa- 
vilion Gas Company. 


Conclusion 


{6] After a careful review of all 
of the points raised by the company 
‘and its evidence upon rehearing, I 
find that the company has failed to 
support its allegations of error and to 
justify the transfer of any amount 
from Reserve to Surplus either as of 


1927 or as of 1942. I, therefore, 
conclude that the order of the Com- 
mission dated October 20, 1942, in 
this proceeding should in all respect 
be confirmed and approved. It is so 
recommended and an order is sub- 
mitted accordingly. 
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| Industrial Progress 


a Selected information about products, supplies and 


services offered by manufacturers. Also announce- 
ments of new ltterature and changes in personnel. 


Equipment Notes 


Largest 3,600 RPM Turbo-Generator 
Goes to Work 

The largest turbo-generator of its type ever 
built, capable of producing 65,000,000 watts of 
electricity has just gone into operation for 
the Bureau of Power and Light at Los Ange- 
les Harbor, according to Westinghouse Elec- 
tric & Mfg. Company. 

The spinning shaft of the turbine turns at 
3,600 revolutions per minute, and is rotated 
by jets of steam bombarding the blades thou- 
sands of times a minute. This steam is heated 
to 900 degrees Fahrenheit, more than four 
times as hot as boiling water, and exerts a 
pressure of 850 pounds per square inch on the 
blades, machined to watchmaker precision. At 
peak speed, the tips of the blades on the shaft, 
having a maximum diameter of about 6% 
ft., travel at the approximate rate of 850 miles 
per hour—about 100 miles an hour faster than 
the speed of sound. 

The turbo-generator was built by Westing- 
house Electric & Mfg. Company, in approxi- 


Maximum H.5 
removal per Ib. 
of Oxide! 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
moval...is not just a “satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell youall about its remarkable 


record; just write a note on your letterhead to 


E, J. Lavino and Company 


VeRO’ 1528 Walnut St. 


a7 D| 4 


Philadelphia 


Penna. 


JULY 22, 1943 


mately two years and two months at Westing- 
house plants in East Pittsburgh, Pathe gen- 
erator—and South Philadelphia, Pa—the tur- 
bine. Its cost was more than $1,000,000. 


Aldine Introduces 
New Sweat Band 


Aldine Paper Company has recently de- 
veloped a new sweat band which is designed 
to give employees greater comfort for hot 
weather work or where plant heat conditions 
cause discomfort. 

The outside covering of patented process 
insoluble Aldex is said to assure silky-cool 
nonirritating forehead contact. Aldex itself 
and the cellulose fibre filler within the band 
absorb perspiration immediately on contact. 

Made entirely from noncritical material, 
the Aldex sweat bands are claimed to fit any 
size head, maintain their shape even when 
saturated, and are rugged enough for rinsing, 
drying and re-use. They are priced at $6.50 
per hundred. 

Literature and samples may be obtained 
from the manufacturer, 373 Fourth Ave., New 
York city. 


Todd Company Manufactures 
Form-Master Entirely of Wood 

The freezing of vital materials was no de- 
terrent to The Todd Company, Rochester, 
N. Y., check and checkwriter manufacturers, 
in their desire to continue the fabrication of 
a payroll form-holding device. The device, 
known as the Form-Master, which, according 
to a recent survey, saves 61.6 per cent of man- 
hours in payroll departments, is now made 
entirely of wood. The new design is also said 
to make possible many improvements in opera- 
tion. Because of the elimination of vital ma- 
terials, the company is continuing to fabri- 
cate the device and to install it in war plahts 
where it is claimed, its use has already re- 
duced man-hours, assured more accurate post- 
ing of payroll records, and alleviated the bur- 
den of payroll work entailed by increased em- 
ployment. 

The Form-Master is a form-holding de- 
vice used to expedite the posting of payroll 
data. Through its use employees’ checks or 
cash payroll statements, payroll summary 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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x k HIGHWAY TRANSPORT. . . VITAL TO VICTORY AND THE AMERICAN WAY OF LIFE * « 


War Plants where Wheatfields Grew 


When Pearl Harbor electrified America to action, 
this field of wheat became a war plant, almost 
over night. Across the nation, in the outskiris of 
scores of industrial cities, this transformation has 
taken place hundreds of times since war started. 


Motor Trucks, not waiting for rails or right-of-way, 





rushed up the materials to build these plants. . .today 





bring in their raw materials and carry away their 





weapons of war. Motor Coaches, needing neither 





track nor trolley, furnish fast and flexible transporta- 
tion for workmen from all surrounding communities. 











A survey of 741 war plants showed that 65% of in- 
coming and 69% of outgoing freight moved by truck. 
Coach lines serving many of these plants carried 
31 million more passengers in 1942 than in 1941. 


Joseph B. Eastman, director of the Office 
of Defense Transportation, recently stated: 
‘* Automotive Transportation is absolutely es- 
sential to the winning of the War. Goods must 
reach their destinations and workers must get 
to their jobs... ontime.’’ Join the U.S. 
Truck Conservation Corps and keep your 
trucks in best possible condition. Your 
GMC dealer is pledged to heip you. 


INVEST IN VICTORY... 
BUY WAR BONDS AND STAMPS 


GENERAL MOTORS TRUCK & COACH 


DIVISION OF YELLOW TRUCK & COACH MANUFACTURING COMPANY 
Home of GMC Trucks and Yellow Coaches « + « Manufacturer of a Wide Variety of Military Vehicles for our Armed Forces 
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Equipment Notes (Cont'd) 


sheets, and individual earnings records—source 
material from which government reports are 
compiled—are posted at the same time. This 
procedure, involving three simultaneous post- 
ings, obviates the necessity of individual post- 
ings and likewise eliminates copying errors. 
Payroll departments employing the Form- 
Master are able to operate on reduced staffs 
and to release many employees to vital defense 
operations. 


Fluorescent Fixture of the Future Here Today 

Sylvania Electric Products Inc. presents a 
new industrial type fluorescent lighting fixture 
which not only incorporates every feature of 
the present line but includes many features 
that point the way to future fixture design, ac- 
cording to a recent announcement. It also 
meets the latest critical material weight re- 
quirements of the War Production Board. The 
first unit designed to operate two or three 40- 
watt lamps will be shortly followed by a com- 
panion unit for a pair of 100-watt fluorescent 
lamps. 

The new unit so fully utilizes every ounce of 
limited critical steel that even the ballast is 
completely enclosed to contribute to the safety 
and cleanliness of the unit as a whole. The 
nonmetallic reflector, finished on the outside in 
industrial French grey to match the top-hous- 
ing, has a reflecting surface of Sylvania’s own 
miracoat which makes it even more efficient 
than its predecessor—porcelain enamel on steel. 


Catalogs and Bulletins 
New Automotive Brake Lining Catalog 


Operators of automotive fleets are offered a 
new 44-page catalog of pressure-moulded 
brake linings. 

The new book, issued by Grizzly Manufac- 
turing Company, contains recent and complete 
size and number data on roll and heavy duty 
block linings as well as multiple coverage 
segments for both internal and external ap- 
plications. 

Listings are conveniently arranged by make 
and model of vehicle and include sizes for 
every truck, trailer, tractor and passenger car 
as well as many types of industrial equipment. 

A copy may be obtained from your local 
Grizzly automotive distributor or will be 
mailed direct upon request addressed to Griz- 
zly Manufacturing Company, Paulding, Ohio, 


“Fire and How to Fight It” 

A new departure in company-sponsored pub- 
lications is the basic Gre-baktian: booklet just 
issued by Walter Kidde & Company, Inc., en- 
titled “Fire and How to Fight It.” 

This 36-page illustrated manual describes 
in simple, graphic terms the fundamental facts 
about fires and their control—what makes them 
burn, the different types of fires and the proper 
handiing of each. All the usual varieties of 
extinguishers, whether of Kidde or competing 
makes, are covered—soda-acid, water, foam, 
vaporizing liquid, dry compound, and carbon 
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Why dig through a 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 








Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


js 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN- TTL 


CONDUCTOR, FITTINGS 4} 








Catalogs & Bulletins (Cont'd) 


dioxide—and brief but explicit directions 
given for their use and maintenance. 

“Fire and How to Fight It” will be sent 
free on request to Walter Kidde & Compa | 
Inc., 140 Cedar Street, New York 6, N. 


Boiler Feed Water Conditioning and Chemistry | 


“Boiler Feed Water Conditioning and” 
Chemistry” is a new publication issued by the | 
Cochrane Corporation, Philadelphia, which | 
deals with the most common processes used 4 
in feed water conditioning, and a discussion — 
of such important factors as the characteris.” 
tics of the hot process water softener, zeolite” 
softener, removal of gases from boiler feed | 
water, embrittlement and carry-over. ; 

In addition, there is a section devoted {o © 
interpretation of water analyses, conversion 
factors, chemical reactions, tables showing the 
formula, molecular weights, equivalent 
weights of all the chemicals commonly found 
in water conditioning practice 

Copies of this publication (No. 4008) may 
he obtained from the manufacturer. 


¥ 


Manufacturers’ Notes 


A-C Appointment 

To head the busy marine division of its 
steam turbine department, the Allis-Chalmers 
ne Company has named as man- 
ager, W. A. Yost, Jr., formerly with the EI- 
liott Co. ot Jeannette, Pa: 

Mr. Yost was manager of the Elliott Com- 
pany’s turbine department when he left the 
eastern firm for his new position with Allis- 
Chalmers. He had been with the Elliott Com- 
pany for 16 years. 

In his new position, Mr. Yost will have 
charge of the greatly expanded production of 
marine propulsion and auxiliary generating 
equipment which Allis-Chalmers is providing 
for many types of Navy ships and for the U. 
S. Maritime Commission’s Victory ship pro- 
gram, 


War Posters Selected as Representative 
of Industry’s War Effort 

The National Association of Manufacturers 
has just issued to its 9,000 members a “Posters- 
For-Production” booklet containing reproduc- 
tions of 70 morale-building posters chosen as 
“truly representative of our war effort.” The 
posters were chosen from approximately 1,000 
submitted by 700 companies in the nation and 
were judged by a committee of three, non- 


members of the NAM. 


“MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cambridge, Mass. 
""MASTER*LIGHT*MAKERS" 
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IN SHIPS OF ALL TYPES 


TODD BURNERS 


ARE WORKING FOR VICTORY 


In hundreds of ships, merchant 
and fighting, and in war plants 
ofall types... wherever trouble- 
free, dependable combustion is 
a necessity . .. Todd Burners 
are delivering unsurpassed per- 
formance in the production of 
heat and power. 
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a trapped animal, it fights back ferociously . . . sends 
a storm of shell-fire thundering through the night. 
Many miss, some hit... and hurt. But the American 
warships shrug off the blows . . . hurl back five for 
everyone they take. Another big slice is blasted out 
of the Nipponese Navy and securely tucked away— 
in Davy Jones’ locker. 

Our fighting ships are champions born of America’s 
industrial genius ... the best designed, best con- 
structed, best equipped sea battlers afloat. 


And as the brains and brawn of American industry 
launch ships day in and day out, our seven-ocean navy 
becomes a fighting reality years ahead of schedule. 


TODD SHIPYARDS CORPORATION 


TODD COMBUSTION DIVISION 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


TODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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BIG PUSH CALLS FOR STEEL 








Scrap faster... 
Win sooner! 


With Axis morale sinking faster 
under every bombing . . . with the 
fortress of Europe cracking ahead 
of schedule . . . we’re setting up 
the Axis for the final hay-maker! 


That means an advance behind a 
curtain of shrieking steel .. . con- 
tinuous barrages blasting our en- 
emies round-the-clock until they 
say Uncle! 


The Time Is Now 


So our war planners have flashed 
an urgent message to keep the steel 
coming. And remember, half of the 
huge production will be scrap. Will 
we make itP Of course we will! 


We'll make it because every ton, 
pound and ounce of that steel scrap 
now so urgently needed will help 
to shorten the war by just that many 
days, hours and minutes! 


We'll make it because that means 
saving the lives of so many dear to 
us who are out there somewhere 
today, getting set for the big push. 


If you have done a successful sal- 
vage job at your plant, send details 
and pictures to this magazine. 


Be Wise-—Organize! 


So organize your scrap drive... 
make it a continuous operation ... 
in charge of a square-jawed execu- 
tive with authority to keep it roll- 
ing! 


And segregate your steel types, 
wherever possible, according to al- 
loys and grades. It will save time 
all along the line . . . get your steel 
into the fight faster! 


No matter how many times you 
have looked . . . look again . . . and 
keep right on looking! For only 
then will the furnaces be able to 
push capacity to the limit... 


BUSINESS PRESS INDUSTRIAL 
SCRAP COMMITTEE 


Room 1310, 50 Rockefeller Plaza, 
N. Y. C. 


SEND FOR PRIMER OF INDUSTRIAL 
SCRAP TO HELP YOU TACKLE THE 
SALVAGE PROBLEM. 








July 22, 1943 July 
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There is a Ric-wil insulated conduit system engineered to your specific 
needs—the transmission of steam, hot water, oil, hot or refrigerated 
ae oo heat transfer with the lowest possible loss. 


1. RIC-WIL INSULATED PIPE UNIT— SINGLE PIPE SYSTEM 


Prefabricated complete units—pipe as specified, thoroughly insulated, in 
helical corrugated conduit, coated and wrapped with asphalt saturated 
asbestos felt. 21-ft. lengths for speedy installation. For underground or 
overhead systems. 


2. RIC-WIL INSULATED PIPE UNIT— MULTIPLE PIPE SYSTEM 


Any specified combination of pipes in prefabricated conduit—insulated 
and protected the same as the single pipe system. Any or all of the pipe 
lines may be specially insulated to meet job requirements. 


3. RIC-WIL INSULATED PIPE UNIT—FOR PROCESS LIQUIDS 


An adaptation of the multiple system used where a steam or hot water 
line heats fluids in other lines. Pipes are insulated from che exterior but 
not from each other. Sizes and specifications as required—conduit same 
as for other insulated pipe units. 


4. RIC-WIL STANDARD TILE CONDUIT—TYPE F 


Vitrified glazed A. S. T. M. Standard Tile Housing—acid and waterproof 
—with foundation ee base drain supporting weight of piping through 
correctly engi d pipe supp Positive locked-in-place cement seals 
on sides and ends. For single or multiple pipes. 


5. RIC-WIL SUPER TILE CONDUIT—TYPE F 


4 





Same ad ges as S d Tile but with walls approximately double 
thick for strength under heavy traffic or where overhead load is above 
normal. Will support concentrated static load of 6 tons per wheel under 
actual installation conditions. Base drain of extra-heavy tile. 


6. RIC-WIL CAST IRON CONDUIT—TYPE F 


Heavy reinforced cast iron conduit for use where underground pipe 
lines run close to or under railroad tracks. Durable, water-tight and 
vibration-proof. Positive locked-in-place cement seals on sides and ends 
with metal clamps for extra tightness. 


7. RIC-WIL TILE CONDUIT—UNIVERSAL TYPE 


Where installation conditions dictate the use of a concrete pad Ric-WiL 
Universal Tile is recommended. Side walls are double-cell vitrified trape- 
zoidal block design. Arch may be Standard Tile, Super-Tile, or Cast Iron. 





) 8. RIC-WIL TILE CONDUIT—TYPE DA 


For oil or process liquids where conduit must be insulated but individual 
lines are not insulated from one another, Insulation is a diatomaceous earth 
lining, moulded and keyed to inside of tile. May also be used (Type DF) 
with fibre insulation for steam heat, power and superheated steam. 
Applicable to Standard, Super-Tile and Cast Iron. 


Ric-wiL accessories are available in all type systems; standard 
and special fittings, factory fabricated or field fabricated 
expansion devices, alignment guides, and anchors. Descriptive 
bulletins on request. 


GET THE ORIGINAL — SPECIFY RIC-WIL 


INSULATED CONDUIT SYSTEMS 
THE Ric-wiL COMPANY .- CLEVELAND, OHIO 


AGENTS IM PRINCIPAL CITIES 
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HEN A METER is removed 

\X) only once every five or ten 

years FOR REPAIRS, and it is seen 

that so small a percentage of the 

actual cost is spent on actual repair- 

_ ing, isn’t it logical that every care 

should be taken to be sure that the 

meter, when returned to service, has 

been repaired properly and will test 
well at low rates of flow? 





@ A domestic meter should register 
at least 90% at 1/, g.p.m., because at 
least 13% of all water is used at this 
rate of flow, or less. For the care you 
take in repairing meters you will be 
well repaid by added revenue. Your 
Trident representative will be glad 
to help you. 








NEPTUNE METER COMPANY @ 50 West 50th Street ¢ NEW YORK 20, N. Y. 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, 
DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON 
Neptune Meters, Ltd., Long Branch, Ontario, Canada 





———— 
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Moving Because... 


In Clevelands, correct design joins hands with “Tops” in 
Quality to produce machines that are definitely leaders in 
Performance. 


Power and traction to take them anywhere are coupled with 
the ultimate in strong, long wearing material. Thus, not 
only mere repair costs but the even more serious service- 
interruptions are brought to a minimum.. These are user- 
substantiated facts that help tell the story of why Clevelands’ 
continuity of performance pays you big dividends in result- 
ant cost-savings. 


ER, 
Yor THE CLEVELAND TRENCHER COMPANY Yor 
Nf 20100 ST. CLAIR AVE Pioneor of the Small Trencher CLEVELAND, OHIO’ VU 
“CLEVELANDS”’ Save More...Because they Do More 
——— 
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“(haw te puch the Nosh Star 


Guay from my door " 


THE BOYS who used to work beside us at 
the machines and desks helped write this ad- 
vertisement. They are scattered now through- 
out the world, fighting our fight. But they 
write us—from overseas and from the camps 
en route. 


“This country is so far north,” writes a 
swell guy who left one of our plants to go 
with the Army Engineers, “that I have to 
push the North Star away from my door be- 
fore I can get out. We get our water from 
the Big Dipper.” 


That is typical of their high-hearted good 
humor. Running through their letters, too, 
are expressions of satisfaction they experi- 


ence when they see and use Harvester-built 
equipment in far-away places. “When I see 
an International Truck or any other Harvester 
machine,” one boy writes, “it makes me feel 
good if I can just pat it.’ And another: 
“Keep the Internationals rolling off the pro- 
duction line, folks. We could kiss them when 
they arrive down here.” 


Whoever you are, you have a loved one or 
a friend fighting your fight on a far-away 
front. Write him today—write him often— 
write him cheerful, encouraging letters to 
let him know you are keeping the home front 
ready for his victorious return. In the truest, 
fullest sense, your letters will be Victory 
mail. 


INTERNATIONAL HARVESTER 


Builders of Ordnance, Automotive and Food Production Equipment for the United Nations 
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Save to Win 


with these four simple rules 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 


-— Fxide — 


CHLORIDE 
BATTERIES 





...is a vital principle 


of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care .. . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 











arson DOTY, Bacon « Davis, anc; maze case 


CONSTRUCTION Enai 
OPERATING COSTS ~aueted INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, 4 Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO e HOUSTON ce PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 














THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 














BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 


36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH JacKSON & MORELAND 


CONSULTING ENGINEERS Se 


Appraisals, investigations and re- oe nace 

ports, design and supervision of con- DESIGN AND SUPERVISION VALUATIONS 

struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. 

















BOSTON NEW YORK 





(Professional Directory Concluded on Next Page) 
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JENSEN, BOWEN & FARRELL | | 


Engineers | 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 1846 
in connection with ‘ 

rate inquiries, _ depreciation, xed capital 
reclassification, original cost, security issues. JOHN DAVEY 


















= 


DAVEY TREE TRIMMING SERVICE 












BARE WIRE <= 






1923 














Founder of Tree Surgery 














A. S. SCHULMAN ELEcrric Co. Storm Damage 
Contractors | 







Will the trees along your lines 


MAGNET WIRE 















TRANSMISSION LiNES—UNDERGROUND DistrI- ithetand the shatterine f 
BUTION — Power STATION — INDUSTRIAL — oo e shattering forces of 
CoMMERCIAL INSTALLATIONS | summer storms? Are your lines 
| 
537 SourH Dearporn ST. Cucaco safe from tree hazards? If you are 









not too sure, try Davey Tree trim- 
ming service. It's dependable. 


J. Ww. W O PAT Always use dependable Davey Service 


Consulting Engineer 


Construction Supervision DAVEY TREE EXPERT CO. KENT, OHIO 
Appraisals—Financial 


Rate Investigations D AV E Y T 2 ‘ E $ iq # Vv ; C t 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
























































SERVICE ENTRANCE CABLE 







e Whatever the demands of the gas in- 
dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 











Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is } 
indicative of the service rendered. 











@ Mr. A. L. Smyly 
President 
Connelly Iron 

nge 

vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH N. J 
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-METALLIC SHEATHED CABLE 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


BARE WIRE 


MAGNET WIRE - 


eCRESFLEX NON 


Gives You 


VARNISHED 
CAMBRIC 
POWER 
CABLE 


A widely used cable 
for general indus- 
trial power  pur- 
poses. Varnished 
Cambric insulation 
provides higher 
current carrying ca- 
pacity for same size 
of copper conduc- 
tors. 





“CRESFLE xX" 
NON-METALLIC 
SHEATHED 
CABLE 


A factory-assembled 
wiring system that 
is easily installed 
at low cost. Espe- 
cially suitable for 
war housing, indus- 
trial and all interior 
wiring. Uses no 
steel or zinc. 





WAR PRODUCTION 


100% 





Crescent Insulated 
Wire & Cable Co. 








CRESCENT 


WIRE and CABLE 


Factory: TRENTON, N. J.—Stocks in Principal Cities 








seth es et ls 
tilt ae ge 


Rh oe ily a rE Te ee ET 


CRESCENT 


THE RIGHT CABLE FOR THE RIGHT JOB 
Gor Example, These Twe Among Many 


RESCENT ENDURITE SUPER-AGING INSULATION - WEATHER-PROOF WIR 


* ZTEAVI TIVNOIS + SAUIM 


SQu09 ATGIXAITI 


a1aV9 GAYOWAV - SATHEVD AVMAUVd GNV GISVONA-aGVaT - 
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Very glad to see you,” answered the Britisher. 
.. The date: April 7, 1943. The place: A 
retch of wasteland in Southern Tunisia, 42 
niles from Gabes. The occasion: The historic 
eeting between reconnaissance patrols of the 
ritish Eighth Army, in three armored dingos, 
d armored forces of the Second U. S. Army 
orps, in five Half-Tracks with 75-millimeter 
Suos...- As Half-Tracks built by Autocar are 
elping to make history, so is their manufacture 
aining the men and women of Autocar to 


make better Autocar trucks for the days to 
come. You will want those trucks. In the mean- 
time, we urge you to keep your pledge to the 
Truck Conservation Corps. 


AUTOCAR | 


MANUFACTURED IN ARDMORE, PA. 
SERVICED BY FACTORY BRANCHES FROM COAST TOCOAST 





“For excellence of production” 
for the Army, the Navy, the 
m, Marine Corps, and the Air Forces, 





HELPING TO MEET AMERICA’S WARTIME NEEDS 





THE WORLD’S MOST POWERFUL MOTOR 


will soon be in service driving a reversing 
roughing stand for the fast production of 
armor plate. Rated 7000 hp, 25/60 rpm, 
this G-E motor will furnish 4,000,000 
pounds torque at a 1-ft radius. It weighs 
1,000,000 lb. This big motor has no 
through shaft, a strikinz departure in 
design. Instead, its shaft extensions are 
bolted onto the motor armatures, and the 
two armatures are bolted together through 
large flanges. 


BETTER FIGHTING PLANES are resulting 
from the increased use of complete and self- 
contained driving mechanisms—called pow- 
er packages—to operate bomb doors, land- 
ing gear, and control and protective 
devices: Each G-E power package combines 
whatever elements are needed to do the 
job—motor, brake, limit switch, gears— 


integrally designed for light weight, gr 
size, and. fast replacement in cage 
combat damage. Present rati ngs ra 
from 1/100 hp to 3 hp. 


A 33 PER-CENT SAVING in low-volt 
distribution copper is often made poss 
by the new practice of using a plant’s 4 
volt. power circuits to supply energy 
general. area lighting, making separ 
120/240-volt lighting circuits unnecessa 


_An important saving of wiring labor 


also made. Fluorescent fixtures with Fi 
lamp ballasts, also. modern ‘high-+t 
vapor lighting equipment, are admiral 
suited to these higher-voltage circuits. 


ATTENTION—ELECTRICAL ENGINEE 
Conservation of America’s power 
sources—and man power—calls for 
ting new electrical ideas to 
throughout industry. © In finding 
solutions to electrical problems, 
or complex, you can count on the ¢ 
operation of General Electric. The ic 
shown here are just a few of m 
samples, suggesting the scope of 
G-E service. @ Further information: 
the aid of our engineers, is availa 
for any job that can help win the ' 
General Electric Co., Schenectady, N. 
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